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Sec. l (l) 119 CORPORATIONS TAX Chap. 91 
CHAPTER91 
The Corporations Tax Act 
PART I 
INTERPRETATION 
1.-(l) In this Act, 
1. "amount" means money, rights or things expressed in 
terms of the amount of money or the value in terms of 
money of t he right or thing; 
2. "annuity payment" includes an amount payable on a 
periodic basis whether payable at intervals longer or 
shorter than a year and whether payable under a 
contract, will or trust or otherwise; 
3. "assessment" includes a reassessment; 
4. "bank" means a corporation or joint stock company 
wherever incorporated for the purpose of doing a bank-
ing business or the business of a saving~ bank that 
transacts such business in Ontario, whether the head 
office is situate in Ontario or elsewhere; 
5. " business" includes a profession, calling, t rade, manu-
facture or undertaking of any kind what.soever and 
includes an adventure or concern in the nature of trade 
but does not include office or employment; 
6. "common share" is a share the holder of which is not 
precluded upon the reduct~on or redemption of the 
capital stock from participating in the assets of the 
corporation beyond the amount paid up thereon plus a 
fixed premium and a defined rate of dividend; 
7. "Comptroller" means the Comptroller of Revenue; 
8. "corporation" means a corporation however or wher-
ever incorporated and, where a corporation or the whole 
or any part of the property thereof is placed in the hands 
or under the control of an agent, assignee, trustee, 
liquidator, receiver or other official, includes such agent, 
assignee, trustee, liquidator, receiver or other official, 
but does not include a corporation incorporated without 
share capital; 
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10. " employed" means performing t he duties of an office or 
employment; 
11. "employee" includes officer; 
12. "employer ", in relation to an officer, means the person 
from whom the officer receives his remuneratio~; 
13. "employment" means the position of an individual in 
the :;ervice of Some other pen;on, including Her Majesty 
or a foreign state or sovereign, and "servant" or "em-
ployee" means a person holding such a posi-
tion; R.S.0. 1960, c. 73, s. 1 (1), pars. 1-13. 
14. "exempt income" means property received or acquired 
by a corporation in such circumstances that it is, by 
reason of any provision in Part III, not included in 
computing its income and includes amounts that are 
deductible under subsection 1 of section 38; 1961-62, 
c. 23, s. 1 (1). 
15. "farming" includes tillage of the soil, live stock raising 
or exhibiting, maintaining of horses for racing, raising of 
poultry, fur farming, dairy farming, fruit growing and 
the keeping of bees, but does not include a n office or 
employment under a person engaged in the business of 
farming; R.S.O. 1960, c. 73, s. I (1), par. 15: 
16. "fiscal year" means the period for which the accounts of 
the business of a corporation are ordinarily made up and 
accepted for purposes of assessment under this Act, and , 
in the absence of an established practice, the fiscal year 
is that adopted by a corporation, but no fiscal year may 
exceed fifty-three weeks and any change in a usual and 
accepted fiscal year shall be made for the purposes of 
this Act only with the concurrence of or in accordance 
with t he direction of the Minister; R.S.0. 1960, c. 73, 
s. 1 (1), par. 16; 1968, c. 20, s. 1 (1). 
17. "fishing" includes fishing for or catching shell fish , 
crustaceans and marine animals, but does not include an 
office or employment under a person engaged in the 
business of fishing; 
18. "foreign business corporation" means· a corporation 
defined by section 44 to be a foreign business corpora-
tion; 
19. "gross revenue" means the aggregate of all amounts 
received or, depending upon the method regularly fol-
lowed by the corporation in computing its profit, receiv-
able in the fiscal year otherwise than as or on account of 
capital; 
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20. "income bond" or "income debenture" means respec-
tively a bond or debenture in respect of which interest or 
dividends are payable only when the debtor corporation 
has made a profit before taking into account the interest 
or dividend obligation on such bond or deben-
ture; R.S.O. 1960, c. 73, s. I (1), pars. 17-20. 
21. "insurance corporation" or "insurer" means a corpora-
tion, with or without share capital, that carries on an 
insurance business; 1968-69, c, 19, s. l; 1970, c. 69, 
s. 1 (1). 
22. " inventory" means a description of property the cost or 
value of which is relevant in computing the income of a 
corporation from a business for a fiscal year; 
23. "jurisdiction" means a province or territory of Canada 
or a state outside of Canada having sovereign power ; 
24. "loss" means a loss computed by applying the provi-
sions of this Act respecting the computation of income 
from a business mutatis mutandis, but not including in 
the computation a dividend or part of a dividend the 
amount of which would be deductible under subsection 
1 of section 38 in computing taxable income, minus any 
amount by which a loss operated to reduce the income of 
a corporation from other sources for purposes of tax on 
income for the fiscal year in which it was sus-
tained; R.S.O. 1960, c. 73, s. 1 (1), pars. 22-24. 
25. "Minister" means the Minister of Revenue; 1968, 
c. 20, s. 1 (5). 
26. "non-resident" means not resident in Canada; 
27. "non-resident owned investment corporation" means a 
corporation defined by section 43 to be a non-resident 
owned investment corporation; 
28. "permanent establishment" has the meaning given to 
that expression by section 3; 
29. "personal corporation" means a corporation defined by 
section 39 to be a personal corporation; R.S.O. 1960, 
c. 73, s. 1 (1), pars. 25-28. 
30. "prescribed", in the case of a form or the information to 
be given on a form, means prescribed by order of the 
Minister and, in any other case, means prescribed by the 
regulations; R.S.O. 1960, c. 73, s . 1 (I), par. 29; 1968, 
c. 20, s. 1 (2). 
31. "property" means property of any kind whatsoever 





Chap. 91 CORPORATIONS TAX Sec. 1 {l) ~3 1 
includes every interest or profit, legal or equitable, 
present or future, vested or contingent in, arising out of 
or incident to property; 
32. "railway" includes a railway and part of a railway 
operated in whole or in part by steam, electricity or 
other motive power, constructed and operated on high-
ways or on land owned by the corporation t hat owns or 
operates it, or partly on highways and partly on such 
land, but does not include a street railway constructed 
or operated in whole or in part upon or along a highway 
under or by virtue of an agreement with or a by-law of a 
city or town; R.S.O. 1960, c. 73, s. 1 (1), pars. 30, 31. 
33. "registered pension fund or plan" means an employees' 
superannuation or pension fund or plan accepted for 
registration by the Minister of ~ational Revenue for 
purposes of the Income Tax Act (Canada) in respect of 
its constitution and operations for the fiscal year under 
consideration; 1970, c. 69, s. 1 (2). 
34. "regulations" means the regulations made under this 
Act; 
35. ''share'' means a share of capital stock of"a corporation; 
36. "shareholder" includes a member or other person en-
t itled to receive payment of a dividend; 
37. "a shareholder's portion of undistributed income of a 
corporation" has the meaning given to that expression 
by subsection 2 of section 56; 
38. "subsidiary controlled corporation" means a corpora-
tion more than 50 per cent of the issued share capital of 
which, having full voting rights under all circumstances, 
belongs to the corporation to which it is subsidiary; 
39. "subsidiary wholly-owned-corporation" means a corpo-
ration all the issued share capital of which, except 
directors' qualifying shares, belong to the corporation to 
which it is subsidiary; R.S.O. 1960, c. 73, s. 1 (1), pars. 
33-38. 
40. "superannuation or pension benefit" includes any 
amount received out of or under a superannuation or 
pension fund or p lan, and, without restricting the 
generality of the foregoing, includes any payment made 
to a beneficiary under the fund or plan or to an employer 
or former employer of the beneficiary thereunder, 
i. in accordance with the terms of the fund or plan, 
ii. resulting from an amendment to or modification of 
the fund or plan, or 
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iii. resulting from the termination of the fund or 
plan; 1965,c. 22,s. 1. 
41. "tax payable" by a corporation under sections 4 to 13 
means the tax payable by the corporation as fixed by 
assessment or reassessment subject to variation on 
objection or appeal, if any, in accordance with sections 
81 to 87, as the case may be; 
42. "taxable income" has the meaning given to that expres-
sion by section 14; 
43. "taxation year" means that fiscal year in relation to 
which the amount of a tax under this Act is be~ng 
calculated when the expression is used to d istinguish it 
from another fiscal year; R.S.O. 1960, c. 73, s. 1 (1), 
pars. 39-41. 
44. " undis tributed income on hand" has the meaning given 
to that expression by section 56. R.S.O. 1960, c. 73, s. 1 
( I ), par. 43. 
1003 
(2) For the purposes of this Act, Arm's length 
(a) related persons shall be deemed not to deal with each 
other at arm's length; and 
(b) it is a question of fact whether persons not related to 
each other were at a particular time dealing with each 
other at arm's length. 
(3) For the purposes of subsections 2 and 5 and this subsection, Related 
" related persons", or persons related to each other, are, persons 
(a) individuals connected by blood relationship, marriage 
or adoption; 
(b) a corporation, and, 
(i) a person who controls the corporation, if it is 
controlled by one person, 
(ii) a person who is a member of a related group that 
controls the corporation, or 
(iii) any person related to a person described by sub-
clause i or ii; 
(c) any two corporations, 
(i) if they are controlled by the same person or group of 
persons, 
(ii) if each of the corporations is controlled by one 
person and the person who controls one of the 
corporations is related to the person who controls 
the other corporation, 
(iii) if one of the corporations is controlled by one 
person and that person is related to any member of 
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(iv) if one of the corporations is controlled by one 
person and that person is related to each member of 
an unrelated group that controls the other corpora-
tion, 
(v) if any member of a related group that controls one 
of the corporations is related to each member of an 
unrelated group that controls the other corpora-
tion, or 
(vi) if each member of an unrelated group that controls 
one of the corporations is related to at least one 
member of an unrelated group that controls the 
other corporation. 
( 4) Where two corporations are related to the same corpora-
tion within the meaning of subsection 3, they shall, for the 
purposes of subsections 2 and 3, be deemed to be related to each 
other. 
(5) In subsections 3 and 6 and this subsection, 
(a) "related group" means a group of persons each member 
of which is related to every other member of the group; 
and 
(b) ''unrelated group'' means a group of persons that is not a 
related group. R.S.O. 1960, c. i3, s. 1 (2-5). 
(6) For the purpose of subsection 3, 
(a) where a related group is in a position to control a 
corporation, it shall be deemed to be a related group that 
controls the corporation whether or not it is part of a 
larger group by whom the corporation is in fact con-
trolled; 
(b) a person who had a right under a contract, in equity or 
otherwise, either immediately or in the future and either 
absolutely or contingently, to, or to acquire, shares in a 
corporation, or to control the voting rights of shares in a 
corporation, shall, except where the contract provided 
that the right is not exercisable until the death of an 
individual designated therein, be deemed to have had 
the same position in relation to the control of the 
corporation as if he owned the shares; and 
(c) where a person owns shares in two or more corporations, 
he shall as shareholder oi one of the-corporations be 
deemed to be related to himself as shareholder of each of 
the other corporations. R.S.O. 1960, c. 73, s. 1 (6); 
1961-62, c. 23, s. 1 (2). 
(7) For the purpose of clause a of subsection 3, 
(a) persons are connected by blood relationship if one is the 
child or other descendant of the other or one is the 
brother or sister of the other; 
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(b) persons are connected by marriage if one is married to 
the other or to a person who is so connected by blood 
relationship to the other; and 
(c) persons are connected by adoption if one has been 
adopted, either legally or in fact, as the child of the other 
or as the child of a person who is so connected by blood 
relationship, other than as a brother or sister, to the 
other. R.S.O. 1960, c. 73, s. 1 (7). 
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2.-(l) For the purposes of this Act, a corporation has a Where 
degree of Canadian ownership in a fiscal year if throughout any ¥i~"3!;~" 
sixty-day period included in the 120-day period commencing of Cani.~ian 
Sixty days before the first day Of the year, 1966, C. 30, S. 1. owners IP 
(a) the corporation complied with the following conditions: 
(i) the corporation was resident in Canada, 
(ii) either, 
(A) not less than 25 per cent of the issued and 
outstanding shares of the corporation having 
full voting rights under all circumstances were 
owned by one or more individuals resident in 
Canada, one or more corporations controlled 
in Canada or a combination thereof, and equi-
ty shares r epresenting in the aggregate not less 
than 25 per cent of that part of the paid-up 
capital of the corporation that was represented 
by all the issued and outstanding equity shares 
of the corporation were owned by one or more 
individuals resident in Canada, one or more 
corporations controlled in Canada or a combi-
nation thereof, or 
(B) a class or classes of shares of the corporation 
having full voting rights under all circum-
stances were listed on a prescribed stock ex-
change in Canada, and it is established in 
prescribed manner that no one non-resident 
person and no one corporation that did not 
comply with sub-subclause A of this subclause 
owned more than 75 per cent of the issued and 
outstanding shares of the corporation having 
full voting rights under all circumstances, 
alone or in combination with any other person 
related to such non-resident person or such 
corporation at any time within the period 
within the meaning of subsection 3 or 4 of 
section 1, and a class or classes of equity shares 
of the corporation representing in the aggre-
gate not less than 50 per cent of that part of the 
paid-up capital of the corporation that was 
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represented by all the issued and outstanding 
equity shares of the corporation were listed on 
a prescribed stock exchange in Canada, and it 
is established in prescribed manner that no one 
non-resident person and no one corporation 
that did not comply with sub-subclause A of 
this subclause owned equity shares represent-
i.ng in the aggregate more than 75 per cent of 
that part of the paid-up capital of the corpora-
tion that was represented by all the issued and 
outstanding equity shares of the corporation, 
alone or in combination with any other person 
related to such non-resident person or such 
corporation at any time within the period 
within the meaning of subsection 3 or 4 of 
section 1, and 
(iii) where the fiscal year commences after the 31st day 
of December, 1964, the number of dll:ectors who 
were resident in Canada was not less than 25 per 
cent of the total number of directors of the 
corporation; 1964, c. 11, s. 1, part; 1965, c. 22, s. 2 
(1, 2), part. 
(b) the corporation complied with the conditions specified 
in subclauses i and iii of clause a and was a subsidiary 
wholly-owned corporation subsidiary to a corporation 
that throughout the sixty-d!ay period complied with the 
conditions specified in clause a or c; or 
(c) the corporation complied with the conditions specified 
in subclauses i and iii of clause a and was a subsidiary-
controlled corporation, 
(i) of which equity shares representing at least 75 per 
cent of that part of t he paid-up capital of the 
corporation that is represented by all the issued and 
outstanding equity shares were owned by, 
(A) the corporation to which it was subsidiary, 
(B) a corporation controlled in Canada, 
(C) an individual resident in Canada, or 
(D) any combination of persons described in sub-
subclause A, B or C, and 
(ii) subsidiary to a corporation that throughout the 
sixty-day period complied with the conditions spe-
cified in clause a orb. 1965, c. 22, s. 2 (2), part. 
Idem (2) For the purposes of this section, 1964, c. 11, s. 1, part. 
(a) a corporation that has share capital is not controlled in 
Canada at a particular time unless at that time t he 
corporation is resident in Canaida, and, 
Sec. 2 (2) (b) (v) CORPORATIONS TAX Chap. 91 
(i) more than 50 per cent of its issued and outstanding 
shares having full voting rights under all circum-
stances, 
(ii) shares representing in the aggregate more than 50 
per cent of its paid-up capital, an<l 
(iii) equity shares representing in the aggregate more 
than 50 per cent of that part of the paid-up capital 
of the corporation that is represented by all the 
issued and outstanding equity shares, 
are owned by, 
(iv) individuals resident in Canada, 
(v) corporations resident in Canada with respect to 
each of which, 
(A) more than 50 per cent of the issued shares 
ha.ving full voting rights under all circum-
stances, 
(B) shares representing in the aggregate more than 
50 per cent of the paid-up capital, and 
(C) equity shares representing in the aggregat.e 
more than 50 per cent of t hat part of the 
paid-up capital of the corporation that is 
represented by all the issued and outstanding 
equity shares, 
are owned by individuals resident in Canada, or 
(vi) any combination of individuals or corporations 
described in subclause iv or v; 
(b) where, 
(i) a non-resident person, 
(ii) a corporation that does not have a degree of 
Canadian ownership, or 
(iii) a corporation that is related to a non-resident 
person within the meaning of subsection 3 or 4 of 
section 1, 
has a right, either as an incident of ownership of a share 
of a corporation or otherwise under a contract, in equity 
or otherwise, either immediately or in the future and 
either absolutely or contingently, to, or to acquire, 
equity shares in a corporation, those shares shall, 
(iv) unless the right is contingent upon an event that is 
not reasonable to expect to occur within a reason-
able time, or 
(v) unless the right is such that a reasonable man 
concerned only with t he value of the shares would 
not exercise it, 
1007 
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be deemed, 
(vi) to be owned by the person who has the right, 
(vii) to be owned by a non-resident person, where the 
person who has the right is a corporation described 
in subclause ii or iii, and 
(viii) where the shares are u nissued, 
(A) to be issued and outstanding, and 
(B) to have a paid-up capital value, with respect to 
each share, equal to, 
1. the par value, where the shares have a par 
value, 
2. the amount that would be paid with 
respect to each share to exercise the right 
under the terms of the contract, where the 
shares have no par value and an amount is 
specified in the contract, or 
3. the market value at the end of the rele-
vant sixty-day period of a share of the 
class of shares of that corporation that is 
most closely similar to that share, where 
the shares have no par value and no 
amount is specified in the contract, 
and any other person who actually owns the shares in 
respect of which that right exists shall be deemed not to 
own those shares; 
(c) where shares are owned by a trustee resident in Canada, 
other than a trustee, 
(i) who is a trustee under, 
(A) a registered pensiion fund or plan, 
(B) a deferred profit sharing plan, 
(C) an employees profit sharing plan, or 
(0) a supplementary unemployment benefit plan, 
in relation to which at least 75 per cent of the 
employees covered by the plan are resident in 
Canada, and 
(ii) who owns, as trustee, if he is a trustee under a 
registered pension fund or plan, less than 10 per 
cent of the issued and outstanding equity shares of 
a corporation that is an employer of employees 
covered by the registered pension fund or plan, or a 
corporation related thereto within the meaning of 
subsection 3 or 4 of section I, 
the shares shall be deemed not to be owned by a person 
resident in Canada unless it is established that each 
beneficiary under the trust is an individual resident in 
Canada; 1965, c. 22, s. 2 (3). 
. -
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(d) where, durimg any relevant sixty-day period referred to 
in subsection 1, a director of a corporation who is 
resident in Canada dies and within sixty days thereafter 
another person who is resident in Canada is appointed or 
elected to be a director of the corporation, such other 
person shall be deemed to have become such a director 
immediately upon the death of the deceased 
director; 1964, c. 11, s. 1, part. 
(e) "equity share" means, 
(i) a share, other than a non-participating share, the 
owner of which has, as owner thereof, a right, 
(A) to a dividend, and 
(B) to a part of the surplus of the corporation after 
repayment of capital and payment of arrears 
of dividend, upon the redemption of the share, 
a reduction of the capital of the corporation or 
the winding up of the corporation, 
at least as great, in any event, as the right of the 
owner of any other share, other than a non-par-
ticipating share, of the corporation, when the mag-
nitude of the right in each case is expressed as a ra.te 
based on .the paid-up capital value of the share to 
which the right relates, or 
(ii) a share, other than a non-participating share, the 
owner of which has, as owner thereof, a right, 
(A) to a dividend, after a dividend at a rate not in 
excess of 8 per cent per annum of the paid-up 
capital value of each share has been paid to the 
owners of shares of a class other than the class 
to which that share belongs, and 
(B) to a part of the surplus of the corporation after 
repayment of capital and payment of arrears 
of dividend, upon the redemption of the share, 
a reduction of the capital of the corporation or 
the winding up of the corporation, after a 
payment of a part of the surplus at a rate not in 
excess of 10 per cent of the paid-up capital 
value of each share has been made to the 
owners of shares of a class other than the class 
to which that share belongs, 
at least as great, in any event, as the right of the 
owner of any other share, other than a non-par-
ticipating share, of the corporation, when the mag-
nitude of the right in each case is expressed as arate 
based on the paid-up capital value of the share to 
which the right relates; 
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which is not entitled to receive, as owner thereof, any 
dividend other than a dividend, whether cumulative or 
not, 
(i) at a fixed annual rate or amount, or 
(ii) at an annual rate or amount not in excess of a fixed 
annual rate or amount; 
(g) "paid-up capital value", with reference to a share, 
means, 
(i) in the case of an unissued share that is deemed by 
clause b to be issued and outstanding, the amount 
determined under su b-subclause B of subclause viii 
of that clause, and 
(ii) in any other case, an amount equal to the paid-up 
capital of the corporation that is represented by the 
shares of the class to which that share belongs 
divided by the number of shares of that class that 
are in fact issued and outstanding; and 
(h) where, 
(i) the paid-up capital of a corporation that is repre-
sented by all the issued and outstanding equity 
shares of the corporation~ less than 50 per cent of 
the paid-up capital of the corporation that is 
represented by all the issued and outstanding 
shares of the corporation other than non-par-
tidpating shares, or 
(ii) a non-participating share of the corporation, the 
owner of which has, as owner, a right to a dividend, 
(A) at a fixed annual rate in excess of 8 percent, or 
(B) at an annual rate not in excess of a fixed 
maximum annual rate, if the fixed maximum 
annual rate is in excess of 8 per cent, 
when the right to the dividend is expressed as a rate 
based on the paid-up capital value of the share to 
which the right relates, is issued and outstanding, 
the issued and outstanding equity shares of the corpora-
tion shall be deemed not to be equity shares. 1965, 
c. 22, s. 2 (4). 
(3) Where a corporation so elects, t hat portion of subsection 1 
that precedes clause a thereof shall, for the 1963 fiscal year of that 
corporation, be read as follows: 
(1) For the purposes of this Act, a corporation has a degree 
of Canadian ownership in a fiscal year if throughout any 
sixty-day period commencing after the 13th day of 
June, 1963, and ending before the lstday of May, 1964, 
1965, c. 22, s. 2 (5). 
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(4) Where a corporation so elects, that portion of subsection l tdem. 
that precedes clause a thereof shall, for the 1964 and H.165 fiscal el•>etion 
years of that corporation, be read as follows: 
(1) For the purposes of this Act, a corporation has a degree 
of Canadian ownership in a fiscal year if throughout any 
sixty-day period commencing after the 13th day of 
June, 1963, and ending before the 1st day of January, 
1965, 
1965, c. 22, s. 2 (6). 
3.-(l) In this Act, "permanent establishment" includes Permanent 
branches, mines, oil wells, farms, timberlands, factories, work- ~~~~Iish­
shops, warehouses, offices, agencies, and other fixed places of 
business. 
(2) 'Vhere a corporation carries on business through an em- Idem 
ployee or agent who has general authority to contract for the 
corporation or who has a stock of merchandise owned by the 
corporation from which he regularly fills orders that he receives, 
such employee or agent shall be deemed to operate a permanent 
establishment of the corporation. 
(3) T he fact that a corporation has business dealings through a Idem 
commission agent, broker or other independent agent shall not of 
itself be deemed to mean that the corporation has a permanent 
establishment. 
(4) The fact that a corporation has a subsidiary controlled Idem 
corporation in a place or a subsidiary controlled corporation 
engaged in a trade or business in a place shall not of itself be 
deemed to mean that the first-mentioned corporation is operating 
a permanent establishment in that place. R.S.O. H)60, c. 73, s. 2 
(1-4). 
(5) An insurance corporation is deemed to have a permanent Idem 
establishment in each jurisdiction in ,vhich the corporation is 
registered or licensed to do business. 1961-62, c. 23, s. 2 (1). 
(6) The fact that a corporation maintains an office solely for Idem 
the purchase of merchandise shall not of itself be deemed to mean 
that the corporation has a permanent establishment in that office. 
(7) Where a corporation, otherwise having a permanent es tab- Idem 
lishment in Canada, owns land in a province, such land is a 
permanent establishment. R.S.O. 1960, c. 73, s. 2 (6-7). 
(8) Where a corporation, not otherwise having a permanent Idem 
establishment in Canada, is incorporated under the laws of a 
jurisdiction outside of Canada, which jurisdiction has not entered 
into a Tax Convention or Treaty with Canada for the fiscal year, 
and owns land in a province, such land shall be deemed to be a 
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(9) Where a corporation incorporated under the laws of a 
jurisdiction outside Canada that has entered into a Tax Conven-
tion or Treaty with Canada for the fiscal year has elected to be 
taxed under Part I of the Income Tax Act (Canada) pursuant to 
section HO of the Income Tax Act (Canada) and owns land in a 
province or territory but does not otherwise have a permanent 
establishment in Canada, such land shall be deemed to be a 
permanent establishment in the province or territory. 1968-69, 
c. 19, s. 2 (1). 
(10) For the purposes of subsections 7, 8 and 9, a corporation 
"owns land" if it has a legal, equitable or beneficial interest in. the 
land. 1968, c. 20, s. 2, part; 1968-69, c. 19, s. 2 (2). 
(l l) The fact that a non-resident corporation in a fiscal year 
produced, grew, mined, created, manufactured, fabricated, un-
proved, packed, preserved or constructed in whole or in part 
anything in Canada, whether or not the corporation exported 
that thing without selling it prior to exportation, shall of itself, for 
the purposes of this Act, be deemed to mean that the corporation 
maintained a permanent establishment at any place where the 
corporation did any of those things in the fiscal year. 
(12) The use of substantial machinery or equipment in a 
particular place at any time in a fiscal year of a corporation 
constitutes a permanent establishment of such corporation in 
that place for the fiscal year. R.S.O. 1960, c. 73, s. 2 (8, 9). 
( 13) Where a corporation has no· fixed place of business, it has a 
permanent establishment in the principal place in which the 
corporation's business is conducted. 
( 14) A corporation has a permanent establishment in the place 
designated in its charter or by-laws as being its head 
office. 1967, c. 15, s. 1. 
PART II 
LIABILITY FOR TAXES 
4.- (1) Every corporation that has a permanent establish-
ment in Ontario shall for every fiscal year of the corporation pay 
to Her Majesty for the uses of Ontario the taxes imposed by this 
Act at the time and in the manner provided in this Act. 
(2) For the purposes of this Act, where a fiscal year is referred 
to by a reference to a calendar year, the reference is to the fiscal 
year or years coinciding with, or ending in, that year. 
(3) Where a corporation ceases to have a permanent establish-
ment in Ontario during a fiscal year or the existence of a 
corporation is terminated during a fiscal year, it shall, in respect 
of such incomplete fiscal year, pay the taxes imposed by this Act 
in the same manner as though such fiscal year ended on the date 
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on which it ceased to have a permanent establishment in Ontario 
or upon which its existence was terminated, as the ca.5e may 
be. R.S.O. 1960, c. 73, s. 3. 
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5.-(1) Except as otherwise provided in this Act, every Income tax 
corporation that has a permanent establishment in Ontario shall, 
for every fiscal year of the corporation, pay a tax of 12 per cent 
calculated on its taxable income. 
(2) There may be deducted from the tax otherwise payable by Deductions 
· d h · · f f. 1 l rrom tax on a corporation un er t IS section or a 1Sca year an amount equa income-
to 12 per cent of that portion of its taxable income that is earned in ~}1r'at~i° 
the fiscal year in each jurisdiction other than Ontario. 1967, inc:~: e 
c. 15, s. 2 (1). 
(3) Where in a fiscal year a corporation has no permanent Allocat ion 
establishment outside Ontario, all of its taxable income for the ?~c~~:ble 
year shall be deemed to have been earned in Ontario. 
(4) Where in a fiscal year a corporation had no permanent Idem 
establishment in Ontario, all of its taxable income for the fiscal 
year shall be deemed to have been earned in jurisdictions outside 
Ontario. 
(5) Except as otherwise provided, where in a fiscal year a Idem 
corporation had a permanent establishment in Ontario and a 
permanent establishment in any other jurisdiction, the amount of 
its taxable income that shall be deemed to have been earned in the 
fiscal year in that jurisdiction is one-half the aggregate of, 
(a) that proportion of its taxable income for the fiscal year 
that the gross revenue for the fiscal year attributable to 
the permanent establishment in that jurisdiction is of its 
total gross revenue for the fiscal year; and 
(b) that proportion of its taxable income for the fiscal year 
that the aggregate of the salaries and wages paid in the 
fiscal year by the corporation to the employees of the 
permanent establishments in.that juri.sdiction is of the 
aggregate of all salaries and wages paid in the fiscal ye.ar 
by the corporation. R.S.O. 1960, c. 73, s. 4 (3-5). 
(6) For the purpose of subsection 5 of this section and subsec- Gro.ss 
tion 7 of section 6, ~~~~i~~~able 
(a) except as provided in clause d, where the destination of a ~:manent 
shipment of merchandise to a customer to whom the establish· 
merchandise is sold is in a jurisdiction in which the ment 
corporation making the sale has a permanent establish-
ment, the gross revenue derived therefrom is attributa-
ble to that permanent establishment; 
(b) except as provided in clauses c, d and e, where the 
destination of a shipment of merchandise to a customer 
to whom the merchandise is sold is in a jurisdiction in 
which the corporation making the sale has no perm.a-
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nent establishment, the gross revenue derived there-
from is attributable to the permanent establishment to 
which the person negotiating the sale may reasonably be 
regarded as being attached; 
(c) except as provided in clause e, where the destination of a 
shipment of merchandise to a customer to whom the 
merchandise is sold is in a jurisdiction outside Canada in 
which the corporation making the sale has no perma-
nent establishment, 
(i) if the merchandise was produced or manufactured, 
or produced and manufactured, entirely in one 
province or territory of Canada by the corporation, 
the gross revenue derived therefrom is attributable 
to its permanent establishment in that province or 
territory, or 
(ii) if the merchandise was produced or manufactured, 
or produced and manufactured, partly in a prov-
ince or territory of Canada and partly in another 
place by the corporation, the gross revenue derived 
therefrom that is attributable to its permanent 
establishment in that province or territory is that 
proportion thereof that the salaries and wages paid 
in the fiscal year to employees of the permanent 
establishment in that province or territory where 
the merchandise was partly produced or manufac-
tured, or partly produced and manufactured, is of 
the aggregate of the salaries and wages paid in the 
fiscal year to employees of the permanent establish-
ments where the merchandise was produced or 
manufactured, or produced and manufactured; 
(d) for the purposes of clauses a and b and except as 
provided in clause e, where a customer to whom mer-
chandise is sold instructs that shipment thereof be made 
to another person, the destination of the shipment of the 
merchandise shall be deemed to be in the jurisdiction in 
which the permanent establishment of the customer 
negotiating the purchase of the merchandise is situated; 
(e) for the purpose of clause c, where a customer to whom 
merchandise is sold instructs that shipment be made to 
another person and the permanent establishment of the 
customer negotiating the purchase of the merchandise is 
situated in a jurisdiction outside Canada in which the 
corporation making the sale has no permanent estab-
lishment, 
(i) if the merchandise was produced or manufactured, 
or produced and manufactured, entirely in one 
province or territory of Canada by the corporation, 
the gross revenue derived therefrom is attributable 
to its permanent establishment in that province or 
territory, or 
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(ii) if the merchandise was produced or manufactured, 
or produced and manufactured, partly in a prov-
ince or territory of Canada and partly in another 
place by the corporation, the gross revenue derived 
therefrom that is attributable to its permanent 
establishment in that province or territory is that 
proportion thereof that the salaries and wages paid 
in t he fiscal year to employees of the permanent 
establishment in that province or territory where 
the merchandise was partly produced or manufac-
tured, or partly produced and manufactured, is of 
the aggregate of the salaries and wages paid in the 
fiscal year to employees of t he permanent establish-
ments where the merchandise was produced or 
manufactured, or produced and manufactured; 
(f) where services are performed by a corporation in a 
jurisdiction in which the corporation has a permanent 
establishment, the gross revenue derived therefrom is 
attributable to that permanent establishment; 
(g) where services are performed by a corporation in a 
jurisdiction in which the corporation has no permanent 
establishment, the gross revenue derived therefrom is 
attributable to the permanent establishment to which 
the person negotiating the contract may reasonably be 
regarded as being attached; 
(h) where standing timber or the right to cut standing 
t imber is sold, the gross revenue derived therefrom is 
attributable to the permanent establishment that in-
cludes the timberlands on which the timber is standing; 
(i) gross revenue that arises from leasing land owned by the 
corporation in a province shall be attributable to the 
province where that land is situated; and 
(j) where land which constitutes a permanent establish-
ment in a province under subsections 7, 8 and 9 of 
section 3 is sold, and the profit derived therefrom is 
included in the corporation's income, the gross revenue 
of the corporation derived from such sales for the fiscal 
year shall be attributed to that permanent establish-
ment. R.S.O. 1960, c. 73, s. 4 (6); 1961-62, c. 23, s. 3 
(1); 1968, c. 20, s. 3 (l); 1968-69, c. 19, s. 3 (1). 
1015 
(7) For the purpose of subsections 5, 15, 30, 31, 32 and 33 of ~orporations 
this section and the corresponding subsections of section 6, where ~'hfr>3~\~lt 
part of the operations of a corporation are conducted jointly or in other~ 
partnership with one or more other persons, 
(a) the gross re\'enue of the corporation for the fiscal year; 
and 
(b) the salaries and wages paid in the fiscal year by the 
corporation, 
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shall include, in respect of those operations, only that proportion 
of, 
(c) the total gross revenue of the joint operations or part-
nership for the fiscal year ending in the calendar year ; 
and 
(d) the total salaries and wages paid jointly by the operators 
or partners in the fiscalye·ar ending in the calendar year, 
respectively, that, 
is of, 
(e) the share of the corporation of the profit or loss for the 
fiscal year from the joint operations or partnership, 
(f) the total profit or loss for the fiscal year from the joint 
operations or partnership. 1961-62, c. 23, s. 3 (2). 
(8) For the purposes of subsecti.ons 5, 15, 30, 31, 32 and 33 of 
this section and the corresponding subsections of section 6, where 
a corporation pays a fee to a person under an agreement pursuant 
to which the person or employees of that person perform services 
for the corporation that would normally be performed by em-
ployees of the corporation, the fee· so paid shall be deemed to be 
salary paid in the fiscal year by the corporation and that part of 
the fee that may reasonably be regarded as payment in respect of 
services rendered at a particular permanent establishment of the 
corporation shall be deemed to be salary paid to an employee of 
that permanent establishment. 
(9) For the purpose of subsectiion 8, a fee does not include a 
commission paid to a person who is not an employee of the 
corporation. 
(10) For the purpose of subsection 5 of this section and 
subsection 7 of section 6, interest on bonds, debentures and 
mortgages, dividends on shares of capital stock and rentals and 
royalties for property that is not used in the regular business 
operations of a corporation shall be excluded when calculating the 
gross revenue of the corporation or any part thereof. R.S.O. 
1960, c. 73, s. 4 (7-9). 
(11) Notwithstanding subsection 5, the proportion of the 
taxable income of an insurance corporation that is resident in 
Canada and does not carry on a life insurance business, that shall 
be deemed to have been earned in a fiscal year in a jurisdiction 
outside Ontario is that proportion of its taxable income for the 
fiscal year that the aggregate of, 
(a) its net premiums for the year in respect of insurance on 
properties situated in that jurisdiction; and 
(b) its net premiums for the year in respect of insurance 
other than on property, from contracts from persons 
resident in that jurisdiction, 
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is of the total net premjums for the fiscal year of the 
corporation. 1968-69, c. 19, s. 3 (2), part. 
(12) Notwithstanding subsection 5, the proportion of the Idem 
taxable income of an insurance corporation, other than an 
insurance corporation to which subsection 11 applies, that shall 
be deemed to have been earned in a fiscal year in a province or 
territory of Canada, outside Ontario, is that proportion of its 
taxable income for the fiscal year that the aggregate of, 
(a) its net premiums for the year in respect of insurance on 
properties situated in that province or territory of 
Canada, outside Ontario; and 
(b) its net premiums for the year in respect of insurance, 
other than on property, from contracts from persons 
resident in that province or territory of Canada, outside 
Ontario, 
is of the total net premiums for the fiscal year in respect of 
insurance on propert ies situated in Canada and with respect to 
contracts with persons resident in Canada that are included in 
computing its income. 1968-69, c. 19, s. 3 (2), part; 1970, c. 69, 
s. 2 (1). 
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(13) In subsection 11 and 12, "net premiums" of a corporation Jnterpre-
for a fiscal year means the aggregate of the gross premiums tation 
received by the corporation in the fiscal year, other than consider-
ation received for annuities, minus the aggregate for the fiseal 
year of, 
(a) premiums paid for reinsurance; 
(b) dividends or rebates paid or credited to policyholders; 
and 
(c) rebates or returned premiums paid in respect of the 
cancellation of policies, 
by the corporation. R.S.O. 1960, c. 73, s. 4 (11); 1968-69, c. 19, 
s. 3 (3). 
(14) In subsections 11 and 12, "total net premiums" of a Idem 
corporation for a fiscal year means the aggregate of, 
(a) its net premium income in respect of insurance on 
property situate in each province or territory of Canada 
and each country other than Canada in which the 
corporation has a permanent establishment; and 
(b) its net premium income in respect of insurance other 
than on property, from contracts with persons resident 
in each province or territory of Canad:i. and each 
country other than Canada in which the corporation has 
a permanent establishment. R.S.O. 1960, c. 73, s. 4 
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(15) Notwithstanding subsection 5, the amount of taxable 
income of a bank that shall be deemed to have been earned in a 
fiscal year in a jurisdiction outside Ontario is one-third of the 
aggregate of, 
(a) that proportion of its taxable income for the fiscal year 
that the aggregate of the salaries and wages paid in the 
year by the bank to the personnel of its permanent 
establishments in that jurisdiction is of the aggregate of 
all salaries and wages paid in the fiscal ye.ar by the bank; 
and 
(b) twice that proportion of its taxable income for the fiscal 
year that the aggregate amount of loans and deposits of 
its permanent establishments in that jurisdiction for the 
fiscal year is of the aggregate of all loans and deposits of 
the bank for the fiscal year. 
( 16) For the purpose of subsection 15, the amount of loans for a 
fiscal year is one-twelfth of the aggregate of the amounts out-
standingon the loans made by the bank at the close of business on 
the last day of each month in the fiscal year. 
(17) For the purpose of subsection 15, the amount of deposits 
for a fiscal year is one-twelfth of the aggregate of the amounts on 
deposit with the bank at the close of business on the last day of 
each month in the fiscal year. 
(18) For the purpose of subsections 16 and 17, loans and 
deposits do not include bonds, stocks, debentures, items in transit 
and deposits in favour of Her Majesty in right of Canada. 
(19) Notwithstanding subsection 5, the amount of taxable 
income of a trust and loan corporation or a trust corporation or a 
loan corporation that shall be deemed to have been earned in a 
fiscal year in a jurisdiction outside Ontario is that proportion of 
its taxable income for the fiscal year that the gross revenue of its 
permanent establishments in that jurisdiction for the fiscal year is 
of the total gross revenue for the fiscal year of the corporation. 
(20) For the purpose of subsection 19, the "gross revenue of its 
permanent establishments in that jurisdiction" for a fiscal year 
means the aggregate of the gross revenue of the corporation for 
the fiscal year arising from, 
(a) loans secured by real property situated in that jurisdic-
tion; 
(b) loans not secured by real property to persons residing in 
that jurisdiction; 
(c) loans administered by the permanent establishments of 
the corporation in that jurisdiction made to persons 
residing in another jurisdiction in which the corporation 
has no permanent establishment but not including loans 
secured by real property situated in another jurisdiction 
in which the corporation has a permanent establish-
ment; and 
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(d) business conducted at the permanent est.abliahments of 
the corporation in that jurisdiction, other than revemrn 
in respect of loans. 
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(21) Notwithstanding subsection 5, the amount of taxable Railway . 
income of a railway corporation that shall be deemed to have been ~ll~~~~::'~r· 
earned in a fiscal year in a province or territory of Canada outside !Jl•able 
Ontario is, unless subsection 22 applies, one-half the aggregate of, income 
(a) that proportion of its taxable income for the fiscal year 
that its equated track miles in that province or territory 
of Canada is of its equated track miles in Canada; and 
(b) that proportion of its taxable income for the fiscal year 
that its gross ton-miles for the fiscal year in that 
province or territory of Canada is of its gross ton-miles 
for the fiscal year in Canada. 
(22) Where a corporation to which subsection 21 would apply Idem 
if this subsection did not apply thereto operates an airline service, 
operate ships, operates hotels or receives substantial revenues , 
that are petroleum or natural gas royalties, or does a combination 
of two or more of those things, the amount of its taxable income 
that shall be deemed to have been earned in a fiscal year in a 
province or territory of Canada outside Ontario is the aggregate 
of the amounts computed, 
(a) by applying the provisions of subsection 27 to that par t 
of its taxable income for the fiscal year that might 
reasonably be considered as having arisen from the 
operation of the airline service; 
(b) by applying the provisions of subsection 33 to that part 
of its taxable income for the fiscal year that might 
reasonably be considered as having arisen from the 
operation of the ships; 
(c) by applying the provisions of subsection 5 to that part of 
its taxable income for the fiscal year that might reason-
ably be considered to have arisen from t he operation of 
the hotels; 
(d) by applying the provisions of subsection 5 to that part of 
its taxable income for the fiscal year that might reason-
ably be considered to have arisen from t he ownership by 
the corporation of petroleum or natural gas rights or any 
interest therein; and 
(e) by applying the provisions of subsection 21 to the 
remaining portion of its taxable income for the fiscal 
year. 
(23) For the purpose of making an allocation required by Idem 
clause b of subsection 22, a reference in subsection 33 to "salaries 
and wages paid in the fiscal year by the corporation to employees" 
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shall be read as a reference to salaries and wages paid by the 
corporation to employees employed in the operation of perma-
nent establishments, other than ships, maintained for the ship-
ping business. 




clause c of subsection 22, "' 
(a) a reference in subsection 5 to "gross revenue for the 
fiscal year attributable to the permanent establishment 
in that jurisdiction" shall be read as a reference to the 
gross revenue of the corporation from operating hotels 
in a province or territory of Canada outside Ontario; 
( b) a reference in subsection 5 to "total gross revenue for the 
fiscal year" shall be read as a reference to the total gross 
revenue of the corporation for the fiscal year from 
operating hotels; and 
(c) a reference in subsection 5 to "salaries and wages paid in 
the fiscal year by the corporation to the employees" 
shall be read as a reference to salaries and wages paid to 
employees engaged in the operations of its hotels. 
(25) Notwithstanding subsection 10, for the purpose of mak-
ing an allocation required by clause d of subsection 22, · 
(a) a reference in subsection 5 to "gross revenue for the 
fiscal year attributable to the permanent establishment 
in that jurisdiction" shall be read as a reference to the 
gross revenue of the corporation from the ownership by 
t he corporation of petroleum and natural gas rights in 
lands in a province or territory of Canada outside 
Ontario and any interest therein; 
( b) a reference in subsection 5 to "total gross revenue for the 
fiscal year" shall be read as a reference to the total gross 
revenue of the corporation from ownership by the 
corporation of petroleum and natural gas rights and any 
interest therein; and 
(c) a reference in subsection 5 to "salaries and wages paid in 
the fiscal year by the corporation to employees" shall be 
read as a reference to salaries and wages paid to 
employees employed in connection with the corpora~ 
tion's petroleum and natural gas rights and interests 
therein. 
(26) For the purpose of subsection 21, "the equated track 
miles" in a specified place means the aggregate of, 
(a) the number of miles of first main track; 
(b) 80 per cent of the number of miles of other main tracks; 
and ' 
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(c) 50 per cent of the number of miles of yard tracks and 
sidings, 
in that place. 
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(27) Notwithstanding subsection 5, the amount of taxable Airline 
income of an airline corporation that shall be deemed to have been ~f1~~i~~::£· 
earned in a fiscal year in a province or territory of Canada outside iaxable 
Ontario is an amount that is equal to one-quarter of the aggregate mcome 
of, 
(a) that proportion of its taxable income for the fiscal year 
that the capital cost of all fixed assets of the corporation, 
except aircraft, in that province or territory of Canada 
at the end of the fiscal year is of the capital cost of all its 
fixed assets, except a ircraft, in Canada at the end of the 
fiscal year; and 
(b) that proportion of its taxable income that three times 
the number of revenue plane miles flown by its aircraft 
in that province or territory of Canada during the fiscal 
year is of the total number of revenue plane miles flown 
by its aircraft in Canada during the fiscal year. 
(28) For the purpose of subsection 27, "revenue plane miles In~rpre­
flown" shall be weighted accord ing to payload capacity of the tation 
aircraft operated. R.S.O. 1960, c. 73, s. 4 (13-26). 
(29) For the purpose of subsection 28, "payload capacity" of Idem 
an aircraft means, 




Regulations made under the I ncome Tax Act (Canada), c."14s· 
1 
' 
the number of pounds shown therein for that aircraft; 
and 
(b) for a type of aircraft not listed in Schedule G to the 
Regulations made under the Income Tax Act (Canada), 
the average maximum commercial load expressed in 
pounds of the aircraft with fuel and oil tanks half full as 
determined by the Minister. 1968-69, c. 19, s . 3 (5). 
(30) Notwithstanding subsection 5, the amount of taxable Grain 
income of a corporation the chief business of which is the ~lev:a':rs, 
operati?n of_ grain eleyato.rs ~h~t ~hall be .deemed t? ?ave been ~r~g~on of 
earned ma f!Scal year ma JUr1Sd1ction ou tside Ontario JS one-half income 
the aggregate of, 
(a) that proport ion of its taxable income for the fiscal year 
that the number of bushels of grain received in the fiscal 
year in the elevators operated by the corporation in that 
jurisdiction is of the total number of bushels of grain 
received in the fiscal year in all the elevators operated by 
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(b) that proportion of its taxable income for the fiscal year 
that the aggregate of salaries and wages paid in the fiscal 
year by the corporation to personnel of the permanent 
establishments in that jurisdiction is of the aggregate of 
all salaries and wages paid in the fiscal year by the 
corporation. 
(31) Notwithstanding subsection 5, the amount of taxable 
income of a corporation the chief business of which is t he 
transportation of goods and passengers, other than by the 
operation of a railway, steamship or airline service, that shall be 
deemed to have been earned in a fiscal year in a jurisdiction 
outside Ontario is one-half of the aggregate of, 
(a) that proportion of its taxable income for the fiscal year 
that the number of miles travelled by its vehicles in that 
jurisdiction in the fiscal year is of the total number of 
miles travelled by its vehicles in the fiscal year; and 
(b) that proportion of its taxable income for the fiscal year 
that t he aggregate of salar ies and wages paid in the fiscal 
year by the corporation to personnel of the permanent 
establishments in that jurisdiction is of the aggregate of 
all salaries and wages paid in the fiscal year by the 
corporation. 
(32) Notwithstanding subsection 5, the amount of taxable 
income of a corporation the chief business of which is the 
operation of a pipeline for oil, gas or water that shall be deemed to 
have been earned in a fiscal year in a province or territory of 
Canada outside Ontario is one-half of the aggregate of, 
(a) that proportion of its taxable income for the fiscal year 
that the number of miles of pipe of the corporation in 
that province or territory of Canada is of the number of 
miles of pipe of the corporation in Canada; and 
(b) that proportion of its taxable income for the fiscal year 
that the aggregate of the salaries and wages paid in the 
fiscal year by the corporation to personnel of the 
permanent establishments in that province or territory 
of Canada is of the aggregate of all salaries and wages 
paid in all its permanent establishments in Canada in 
the fiscal year by the corporation. 
(33) Notwithstanding subsection 5, the amount of taxable 
income of a corporation, the chief business of which is the 
operation of ships, that shall be deemed to have been earned in a 
fiscal year in a province or territory of Canada outside Ontario is 
the aggregate of, 
(a) that portion of its allocable income for the fiscal year 
that the port-call-tonnage in that province or territory 
of Canada is of the port-call-tonnage in Canada; and 
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(b) if its taxable income for the fiscal year exceeds its 
allocable income for the fiscal year, that portion of the 
excess that the aggregate of the salaries and wages paid 
in the fiscal year by the corporation to employees of any 
permanent establishment, other than a ship, in that 
province or territory of Canada, is of t he aggregate of 
salaries and wages paid in the fiscal year by the corpora-
tion to employees of permanent establishments, other 
t han ships, in Canada. 
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(34) For the purposes of subsection 33, lnterpre· 
tat ion 
(a) "allocable income for the fiscal year" means that por-
tion of the taxable income of the corporation for the 
fiscal year that the port-call-tonnage in Canada is of the 
total port~all-tonnage; 
(b) "port-call-tonnage in Canada" means the aggregate of 
the products obtained by multiplying, for each ship 
operated by the corporation, the number of calls made 
in the fiscal year by that ship at ports tin Canada by the 
number of tons of the registered net tonnage of that 
ship; 
(c) "port-call-tonnage in t hat province or territory of Cana-
da" means the aggregate of the products obtained by 
multiplying, for each ship operated by the corporation, 
the number of calls made in the fiscal year by that ship 
at ports in that province or territory of Canada by the 
number of tons of registered net tonnage of that ship; 
and 
(d) "total port-call-tonnage" means the aggregate of the 
products obtained by multiplying, for each ship operat-
ed by the corporation, the number of calls made in the 
fiscal year by that ship at ports anywhere by the number 
of tons of the registered net tonnage of that 
ship. R.S.O. 1960, c. 73, s. 4 (28-32). 
(35) Where part of the business of a corporation ior a fiscal Divided 
year, other than a corporation described in subsection 11 , 15, 19, ~II~~=· 
21, 27, 30, 31, 32 or 33, consisted of operations normally conduct- i'~c~~~ble 
ed by A corporation described in one of those subsections, the 
corporation and the Minister may agree to determine the amount 
of taxable income deemed to have been earned in t he fiscal year in 
a jurisdiction outside- Ontario as t he aggregate of the amounts 
computed, 
(a) by applying the provisions of such of those subsections 
as would have been a pplicable if it had been a corpora-
tion described therein to the portion of its taxable 
income for t he fiscal year that might reMonably be 
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(b) by applying the provisions of subsection 5 to the 
remaining portion of i~ taxable income for the fiscal 
year. R.S.O. 1960, c. 73, s. 4 (33); 1968, c. 20, s. 3 (2). 
(36) Where a corporation that is incorporated u nder the laws 
of a jurisdiction outside Canada a nd that is not a non-resident 
owned investment corporation, a foreign business corporation or 
a corporation to which subsection 27 or 33 applies has a perma-
nent establishment in Ontario, t his section applies as though, 
(a) the corporation had no permanent establishment out-
side Canada; 
(b) it-5 taxable income computed under section 31 of t he 
Income Tax Act (Canada) was 1t.5 total taxable income; 
and 
(c) such total taxable incom e were allocated among the 
provinces and territor ies of Canada in accordance with 
subsections 5 to 26, subsections 30 to 32 and subsection 
35, or such of those subsections as are applicable, on t he 
assumption that the permanent establishment-5 of the 
corporation in the provinces and territories of Canada 
are it-5 only permanent establishments and that the 
amounts and propor tions referred to in such of those 
subsections as a re applicable relate exclusively to the 
activity of the corporation at those permanent estab-
lishment-5, 
provided that, where a corporation to which this subsection 
applies ships merchandise to one or other of it-5 permanent 
establishment-5 out.5ide Canada, 
(d) such shipment sha ll be d eemed to be a shipment of 
merchandise to a customer to whom the merchandise is 
sold ; and 
(e) it-5 gross revenue in Canada subject to a llocation under 
subsection 6 shall be the g ross revenue of it-5 permanent 
establ ishments in Canada including therein such 
amount as gross revenue from such shipment as is used 
under section 31 of the Income Tax Act (Canada) in 
determining the amount of income of the corporation 
reasonably attributable to the business carried on by the 
corporation in Canada. R.S.O. 1960, c. 73, s. 4 (34); 
1968-69, c. 19, s. 3 (6). 
Idem (37) Where a corporation to wh ich subsection 8 of section 3 
applies and where it is not liable to taxation by virtue of 
subsection 2 of section 2 of t he Income Tax Act (Canada) as 
measured under section 31 of that Act, owns land in Ontario or 
owns land in Ontario and other provinces and territories of 
Canada, t his section applies as though, 
(a) the corporation had no permanent establishment out-
side Canada; 
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( b) the taxable income arising from the sale or rental of land 
in Canada were its total taxable income; and 
(c) such taxable income were allocated among the provinces 
and territories of Canada in accordance with such of 
those subsections referred to in clause c of subsection 36 
as are applicable on the assumption that the permanent 
establishments of the corporation in the provinces and 
territories of Canada are its only permanent establish-
ments and that the amounts and proportions referred to 
in such of those subsections as are applicable relate 
exclusively to the activity of the corporation at those 
permanent establishments. 
(38) Where a corporation to which subsection 9 of section 3 Idem 
applies owns land in Ontario or owns land in Ontario and other 
provinces and territories of Canada, this section applies as 
though, 
(a) the corporation had no permanent establishment out-
side Canada; 
( b) the taxable income arising from the sale or rental of land 
in Canada were its total taxable income; and 
(c) such total taxable income were allocated among the 
provinces and territories of Canada in accordance with 
such of those subsections referred to in subsection 36 as 
are applicable, on t he assumption that the permanent 
establishments of the corporation in the provinces and 
territories of Canada are its only permanent establish-
ments and that the amounts and proportions referred to 
in such of those subsections as are applicable relate 
exclusively to the activity of the corporation at those 
permanent establishments. 1968-69, c. 19,s. 3 (7). 
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(39) Where a corporation has a permanent establishment in foreign 
Ontario and has received income in the fiscal year in the form of t ax credit:! 
dividends, interest, rents or royalties that was derived from 
sources within a jurisdiction outside Canada or is deemed to 
have received income in the form of dividends and interest from a 
country outside Canada by virtue of the provisions of subsection Rs c 1952 
5 of section 79D of the Income Tax Act (Canada), hereinafter in c.-148. ' 
this subsection referred to as "foreign invest:men t income", or 
where a corporation having received foreign investment income in 
the fiscal year from sources within a jurisdiction outside Canada 
also received income in the fiscal year from a business carried on 
by it in that jurisdiction, hereinafter in this subsection referred to 
as "foreign business income", and where, for the purposes of 
subsection la of section 41 of the Income Tax Act (Canada), such 
foreign investment income has not been included as part of such 
foreign business income, and, for the purposes of subsections 5, 19, 
20, 22, 24, 25 and 35, or such of those subsections as are applicable, 
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thereof, and where the corporation is entitled to a deduction 
under section 41 of the Income Tax Act (Canada), hereinafter in 
this subsection referred to as "foreign tax credit", with respect to 
any income or profits tax paid to such jurisdiction on such foreign 
investment income or on such foreign investment income and 
foreign business income or is deemed to have been paid as income 
or profits tax to such jurisdiction by virtue of the provisions of 
subsection 5 of section 79D of the Income Tax Act (Canada), the 
corporation may deduct from the tax otherwise payable under 
this section an amount equal to the lesser of, 
(a) 10 per cent of that part of such foreign invesfment 
income that is included in that portion of taxable income 
that remains after deducting from such taxable income 
the portions thereof deemed to have been earned in 
jurisdictions other than Ontario measured in accord-
ance with subsections 5 to 36; or 
(b) the proportion of the deficiency between the foreign tax 
credit that would be allowed if no provincial tax abate-
ment under section 40 of the Income Tax Act (Canada) 
were applicable and the foreign tax credit that is allowed 
when the provincial tax abatement provided by section 
40 of the Income Tax Act (Canada) has been applied 
which, 
(i) the amount of that portion of its taxable income for 
the fiscal year that is deemed to have been earned in 
Ontario measured in accordance with subsection 2 
of section 40 of the Income Tax Act (Canada), 
bears to, 
{ii) the total amount of the portions of its taxable 
income for the fiscal year that are deemed to have 
been earned in the provinces of Canada measured 
in accordance with subsection 2 of section 40 of the 
Income Tax Act (Canada). 1970, c. 69, s. 2 (2). 
(40) There may be deducted from the tax otherwise payable 
for a fiscal year by a corporation an amount equal to one-third of 
the tax payable by the corporation for the same fiscal year under 
The Logging Tax Act. 
( 41) In subsection 40, "tax otherwise payable" means the tax 
for the fiscal year otherwise payable by the corporation under this 
section after making any deduction applicable under subsection 
2. 1962-63, c. 26., s. 1 (3). 
(42) No tax is payable under this section upon the taxable 
income of a corporation for a period when that corporation 
was, 1970, c. 69, s. 2 (3). 
(a) a municipality in Canada, or a municipal or public body 
performing a function of government in Canada; 
Sec. 5 (42) (e) (iii) CORPORATIONS TAX Chap. 91 1027 
(b) a corporation, commission or association not less than municiv.al. 
90 f h h · I f h' h d orprovmcoal per cent o t es ares or capita o w 1c was owne corporations 
by Her Majesty in right of Canada or a province or by a 
Canadian municipality, or a wholly-owned corporation 
subsidiary to such a corporation, commission or associa-
tion, except as provided by section 59; 
(c) an agricultural organization, a board of trade or a certai~ 
chamber of commerce, no part of the income of which is ~;~~"07,a· 
payable to or was otherwise available for the personal 
benefit of any proprietor, member or shareholder 
thereof; 
(d) a charitable organization, all the resources of which were charit_able 
devoted to charitable activities carried on by the organi- ~iJ~smza­
zation itself and no part of the income of which was 
payable to or was otherwise available for the personal 
benefit of any proprietor, member or shareholder 
thereof; R.S.O. 1960, c. 73, s. 4 (37), els. (a-d). 
(e) a corporation that was cons ti tu ted exclusively for chari- non-prof!~ 
table purposes, no part of the income of which was corporations 
payable to or was otherwise available for the personal 
benefit of any proprietor, member or shareholder 
thereof, that ha.5 not since the 1st day of June, 1950, 
acquired control of any other corporation and that 
during the fiscal year, 
(i) did not carry on any business, 
(ii) had no debts incurred since the 1st day of June, 
1950, other than obligations arising in respect of 
salaries, rents and other current operating ex-
penses, and 
(iii) except in the case of a corporation that was con-
stituted exclusively for charitable purposes before 
the 1st day of January, 1940, expended amounts 
each of which is, 
(A) an expenditure in respect of charitable activi-
t ies carried on by the corporation itself, 
(B) a gift to an organization in Canada the income 
of which for the period is exempt from tax 
under this section by virtue of clause d, 
(C) a gift to a corporation resident in Canada the 
income of which for the period is exempt from 
tax under this section by virtue of this clause, 
or 
(D) a gift to Her Majesty in right of Canada or a 
province or to a Canadian municipality, 
and the aggregate of which is not less than 90 per 
cent of the income of the corporation for the fiscal 
year; R.S.O. 1960, c. 73, s. 4 (37), cl. (e); 1961-62, 
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(f) a corporation that was constituted exclusively for the 
purpose of carrying on or promoting scientific research, 
no part of whose income was payable to, or was other-
wise available for the personal benefit of , any proprie-
tor, member or shareholder thereof, that has not ac-
quired control of any other corporation and that, during 
the fiscal year, 
(i) did not carry on any business, and 
(ii) expended amounts in Canada each of which is, 
(A) an expenditure on scientific research directly 
undertaken by or on behalf of the corporation, 
or 
(B) a payment to an association, university, col-
lege or research institution, described in sub-
clause ii or iii of clause a of subsection 1 of 
section 46, to be used for scientific research, 
and the aggregate of which is not less than 90 per 
cent of the corporation's income for the fiscal 
year; 1961-62, c. 23, s. 3 (4). 
(g) a corporation that was constituted exclusively for the 
purpose of providing low-cost housing accommodation 
for the aged, no part of the income of which was payable 
to, or was otherwise available for the personal benefit of, 
any proprietor, member or shareholder thereof; 
(h) a labour organization or society or a benevolent or 
fraternal benefit society or order; 
(i) a club, society or association organized and operated 
exclusively for social welfare, civic improvement, pleas-
ure or recreation or for any other purpose except profit, 
no part of the income of which was payable to or 
otherwise available for the personal benefit of any 
proprietor, member or shareholder thereof; 
(j) 
(k) 
a mutual insurance corporation that received its premi-
ums wholly from the insurance of churches, schools or 
other charitable organizations; 
a corporation incorporated or organized as a credit 
union or co-operative credit society if, 
(i) it was restricted to carrying on business in Ontario 
and it derived its revenues primarily from, 
(A) loans made to or cashing cheques for members 
residing within Ontario, 
(B) bonds of or guaranteed by the government of 
Canada or Ontario, or 
(C) loans made to a co-operative credit society of 
which it is a member, or 
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(ii) the members thereof were corporations or associa-
tions, 
(A) incorporated or organized as credit unions 
substantially all of which derived their reve-
nues primarily from loans made to members or 
from bonds of or guaranteed by the govern-
ment of Canada or Ontario, 
(B) incorporated, organized or registered under 
co-operative legislation of Ontario and gov-
erned thereby, or 
(C) incorporated or organized for charitable pur-
poses, 
or were corporations or associations no part of the 
income of which was payable to or otherwise 
benefited personally any shareholder or member 
thereof; 
(l) an institutional housing corporation, an institutional housing. 
holding company or a limited dividend housing corpora- corporations 
tion within the meaning of those expressions as defined Rs c 
1952 by the National Housing Act (Canada); c .. 188 · ' 





a corporation exempt by section 44 as a foreign business forc.ign 
t . · busm-corpora 10n, corporations 
a corporation exempt by subsection JI of section 48 as a co- . 
co-operative corporation; R.S.O. 1960, c. 73, s. 4 (37), operatives 
els. (j-n). 
a corporation established or incorporated solely in pension 
connection with, or for the administration of, a regis- corporations 
tered pension fund or plan, not less than 90 per cent of 
the income of which for the period was, 
(i) from sources in Canada,. 
(ii) from bonds, debentures or other securities issued or 
guaranteed by, 
(A) the International Bank for Reconstruction 
and Development established by the Agree-
ment for an International Bank for Recon-
struction and Development approved by sub-
section I of section 2 of the Bretton Woods 
Agreements Act, or 
(B) the Inter-American Development Bank, 
the income from which securities is payable m 
Canadian currency, or 
(iii) from sources in Canada and from bonds, deben-
tures or other securities described in subclause 
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(q) in the case of a corporation referred to in clause p, less 
than 90 per cent but not less than 80 per cent of the 
income of which for its fiscal year commencing in 1960 
was from sources in Canada, "90 per cent" in clause p 
shall, in respect of its application to fiscal years of that 
corporation commencing in 1961 and 1962, be read as 
"80 per cent"; 
(r) in the case of a corporation referred to in clause p, less 
than 80 per cent of the income of which for its fiscal year 
commencing in 1960 was from sources in Canada, "90 
per cent" in clause p shall, in respect of its application to 
the fiscal year of that corporation commencing in 1961, 
be read as "70 per cent" and, in respect of its application 
to the fiscal year of that corporation commencing in 
1962, be read as "80 per cent"; 1961-62, c. 23, s. 3 (5), 
part. 
(s) an insurer who was engaged during the fiscal year in no 
other business than insurance if, in the opinion of the 
Minister, 50 per cent of the gross premium income for 
the fiscal year was in respect of the insurance of farm 
property, property used in fishing, or residences of 
farmers and fishermen. R.S.O. 1960, c. 73, s. 4 (37), 
cl. (p); 1968, c. 20, s. 3 (4). 
(43) Subsection 42 does not apply in respect o:f the taxable 
income of a benevolent or fraternal benefit society or order from 
carrying on a life insurance business. 
(44) For the purpose of subsection 43, the taxable income of a 
benevolent or fraternal benefit society or order from carrying on a 
life insurance business shall be computed on the assumption that 
it had no income or loss from any other source. 196~69, c. 19, 
s. 3 (8). 
(45) Where it is necessary for the purpose of subsection 42 to 
ascertain the taxable income of a corporation for a period that is 
part of a fiscal year, the taxable income for the period shall be 
deemed to be the proportion of the taxable income for the fiscal 
year that the number of days in the period is of the number of days 
in the fiscal year. 
( 46) For the purpose of clause e of subsection 42, 
(a) a corporation is controlled by another corporation if 
more than 50 per cent of its issued share capital, having 
full voting rights under all circumstances, belongs to, 
(i) the other corporation, or 
(ii) the other corporation and persons with whom the 
other corporation does not deal at arm's length, 
but a corporation shall be deemed not to have acquired 
control of another corporation if it has not purchased or 
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otherwise acquired for a consideration any of the shares 
in the capital stock of that other corporation; 
(b) there shall be included in computing the income of a ~if!>; 
corporation all gifts received by the corporation other 
than, 
(i) a gift received subject to a trust or direction that 
the property given, or property substituted there-
for, is Lo be held permanently by the corporation for 
the purpose of gaining or producing income there-
from, or 
(ii) a gift or portion of a gift in respect of which it is 
established that the donor has not been allowed a 
deduction under paragraph 1 of subsection 1 of 
section 37 or a gift made by a person who was not 
taxable under this section for the fiscal year in 
which the gift was made. R.S.O. 1960, c. 73, s. 4 
(38, 39). 
( 4 7) For the purpose of clause f of subsection 42, ldern 
(a) a corporation is controlled by another corporation if 
more than 50 per cent of its issued share capital having 
full voting rights under all circumstances belongs to, 
(i) the other corporation, or 
(ii) the other corporation and persons with whom the 
other corporation does not deal at arm's length, 
but a corporation shall be deemed not to have acquired 
control of a corporation if it has not purchased or 
otherwise acquired for a consideration any of the shares 
in the capital stock of that corporation; and 
(b) there shall be included in computing a corporation's 
income all gifts received by the corporation and all 
amounts contributed to the corporation to be used for 
scientific research. 
(48) In computing the income of a corporation forthe purpose Rules 
of determining whether it is described by clause e or f of subsection 
42 for a fiscal year, 
(a) there may be deducted an amount not exceeding its 
income for the fiscal year preceding the taxation year 
without including or deducting any amount under this 
subsection; and 
(b) there shall be included any amount that has been 
deducted under this subsection for the immediately 
preceding fiscal year. 1961-62, c. 23, s. 3 (6), part. 
1031 
( 49) For the purpose of determining whether a corporation has Election by 
complied with the requirements of subclause iii of clause e or ~~:ritable 
subclause ii of clause! of subsection 42 for its first fiscal year after corporation 
its incorporation, the whole or any part of amounts expended by it 
1032 
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in the immediately subsequent fiscal year shall, if it so elects, be 
deemed to have been expended by it in the first fiscal year and not 
in the subsequent fiscal year. 
(50) In computing the income of a corporation for the purpose 
of determining whether it is a corporation described in clause p of 
subsection 42 for a fiscal year, contributions to or under the fund 
or plan in connection with which or for the administration of 
which the corporation was incorporated shall not be 
included. 1961-62, c. 23, s. 3 (6), part. 
6.-(1) Except as in this section otherwise provided, every 
corporation that has a permanent establishment in Ontario shall 
for every fiscal year of the corporation pay a tax of one-tenth of 1 
per cent calculated on its taxable paid-up capital. R.S.O. 1960, 
c. 73, s. 5 (l); 1968-69, c. 18, s. 1 (l). 
(2) Notwithstanding subsection 4, the tax payable under this 
section shall in no case be less than $50 except as provided in 
subsection 18. 1968-69, c. 18, s. l (2). 
(3) The tax imposed by this section is not payable by any 
corporation that is liable to a tax under section 8, 9, 10, 11, 12 or 
13. 1968-69, c. 18, s. 1 (3). 
( 4) There may be deducted from the tax otherwise payable by 
a corporation under this section for a fiscal year an amount equal 
to one-tenth of 1 per cent of that portion of the taxable paid-up 
capital which is deemed to be used by the corporation in the fiscal 
year in each jurisdiction outside Ontario. R.S.O. 1960, c. 73, s. 5 
(3); 1968-69, c. 18, s. 1 (4). 
(5) Where in a fiscal year a corporation has no permanent 
establishment outside Ontario, all of its taxable paid-u·p capital 
for the fiscal year shall be deemed to have been used in Ontario. 
(6) Where in a fiscal year a corporation has no permanent 
establishment in Ontario, all of its taxable paid-up capital shall be 
deemed to have been used in jurisdictions outside Ontario. 
(7) Except as otherwise provided, wl:ere in a fiscal year a 
corporation has a. permanent establishment in Ontario and a 
permanent establishment in any other jurisdiction, the amount of 
its taxable paid-up capital that shall be deemed to have been used 
in the fiscal year in that other jurisdiction .is one-half the 
aggregate of, 
(a) that proportion of the taxable paid-up capital that the 
gross revenue for the fiscal year reasonably attributable 
to the permanent establishments in that jurisdiction is 
of its total gross revenue for the fiscal yeaF; and 
(b) that proportion of its taxable paid-up capital that the 
aggregate of the salaries and wages paid in the fiscal year 
by the corporation to the employees of the permanent 
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establishments in that jurisdiction is of the aggregate of 
all salaries and wages paid in the fiscal year by the 
corporation. 
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(8) Notwithstand ing subsection 7, the amount of taxable Trustand 
"d . 1 f d 1 . loan pa1 -up capita o a trust an oan corporation or a trust corporl!-tions, 
corporation or a loam corporation that shall be deemed to have ~!1~b~on of 
been used in a fiscal year in a jurisdiction outside Ontario is that pai~-uf 
proportion of its taxable paid-up capital that the gross revenue of capita 
its permanent establishments in that jurisdiction for the fiscal 
year is- of the total gross revenue for the fiscal year of the 
corporation. 
(9) For the purpose of subsection 8, the provisions of su bsec- Int~rpr~~ 
t ion 20 of section 5 apply mutatis mutandis. tation 
(10) Notwithstanding subsection 7, the amount of taxable Grain 
paid-up capital of a corporation, the chief business of which is the ~~.~~rs, 
oper11:tion ?f grain el~va1'?rs,_ t~at_ shall b~ deemed ~o _have been ~r'~;~1~ 
used m a f1Scal year m a JUrtsd1ctwn outside Ontario IS one-half paid-uf 
t he aggregate of, capita 
(a) that proportion of its taxable paid-up capital that the 
number of bushels of grain received in the fiscal year in 
the elevators operated by the corporation in that juris-
diction is of the total number of bushels of gra.in received 
in the fiscal year in all the elevators operated by the 
corporation; and 
(b) t hat proportion of its taxable paid-up capital that the 
aggregate of salaries and wages paid in the fiscal year by 
t he corporation to personnel of the permanent establish-
ments in that jurisdiction is of the aggregate of all 
salaries and wages paid in the fiscal year by the corpora-
tion. 
(11) Notwithstanding subsection 7, the amount of taxable Busand 
paid-up capital of a corporation, the ch_ief business of which is the ~lle~~tors, 
transp?rtation ~f goods and passen_ge:s, oth~r than by the ~r'~~;ib~ 
operation of a railway, steamship or airline service, that shall be pai~-uf 
deemed to have been used in a fiscal year in a ju risdiction outside capita 
Ontario is one-half the aggregate of, 
(a) that proportion of its taxable paid-up capital that the 
number of miles tra veiled by its vehicles in that jurisdic-
tion in the fiscal year is of the total number of miles 
travelled by its vehicles in the fiscal year; and 
(b) that proportion of its taxable paid-up capital that the 
aggregate of salaries and wages paid in the facal year by 
the corporation to personnel of the permanent establish-
ments in that jurisdiction is of the aggregate of all 
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(12) Notwithstanding subsection 7, the amount of taxable 
paid-up capital of a corporation, the chief business of which is the 
operation of a pipeline for oil, gas or water, that shall be deemed to 
have been used in a fiscal year in a province or territory of Canada 
outside Ontario is one-half the aggregate of, 
(a) that proportion of its taxable paid-up capital,_that the 
number of miles of pipe of the corporation in that 
province or territory of Canada is of the number of miles 
oi pipe of the corporation in Canada; and 
(b) that proportion of its taxable paid-up capital that the 
aggregate of the salaries and wages paid in the fiscal year 
by the corporation to personnel of the permanent 
establishments in that province or territory of Canada is 
oi the aggregate of all salaries and wages paid in all its 
permanent establishments in Canada in the fiscal year 
by the corporation. 
(13) Notwithstanding subsection 7, the amount of taxable 
paid-up capital of a corporation, the chief business of which is 
operating ships, that shall be deemed to have been used in a fiscal 
year in a province or territory of Canada outside Ontario is the 
aggregate of, 
(a) that portion of its allocable paid~up capital that the 
port-call-tonnage in that province or territory of Cana-
da is of the port-call-tonnage in Canada; and 
(b) if its taxable paid-up capital exceeds its allocable paid-
up capital, that portion of the excess that the aggregate 
of the salaries and wages paid in the fiscal year by the 
corporation to employees of any permanent establish-
ment, other than a ship, in that province or territory of 
Canada is of the aggregate of salaries and wages paid in 
the fiscal year by the corporaLion to employees of 
permanent establishments, other than ships, in Canada. 
(14) For t he purpose of subsection 13, "allocable paid-up 
capital" means that portion of taxable paid-up capital of the 
corporation that the port-call-tonnage in Canada is of the total 
port-call-tonnage and clauses b, c and d of subsection 34 of section 
5 apply mutatis mutandis. 
(15) Notwithstanding subsection 7, the amount of taxable 
paid-up capital of an airline corporation that shall be deemed to 
have been used in the fiscal year in a province or territory of 
Canada outside Ontario is an amount that is equal to one-quarter 
of the aggregate of, 
(a) that proportion of its taxable paid-up capital for the 
fiscal year that the capital cost of all fixed assets of the 
corporation, except aircraft, in that province or territo-
ry of Canada at the end of the fiscal year is of the capital 
cost of all its fixed assets, except aircraft, in Canada at 
the end of the fiscal year; and 
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(b) that proportion of its taxable paid-up capital that three 
times the number of revenue plane miles flown by its 
aircraft in that province or territory <lf Canada during 
the fiscal year is of the total number of revenue plane 
miles flown by its aircraft in Canada during the fiscal 
year. 
(16) For the purposes of subsection 15, the prov1s1ons of Idem 
subsections 28 and 29 of section 5 apply mutatis mutan-
dis. R.S.O. 1960, c. 73, s. 5 (4-15). 
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( 17) In the case of a corporation to which subsection 36, 37 or Paid-up 
38 of section 5 applies, the paid-up capital thereof shall, not with- ~r~~~~'iii.n 
standing section 70, be deemed to be either, corporations 
(a) the amount of which its taxable income determined for 
the purposes of this Act would be 8 per cent; or 
(b) the amount that equals the difference between, 
(i) the amount of the total assets of the corporation in 
Canada, and 
(ii) the amount of the indebtedness of the corporati<ln 
relating to its permanent establishments in Canada 
but excluding therefrom all amounts that are ad-
vanced! or loaned to its permanent establishments 
in Canada by the corporation itself or by any other 
corporation, and all other indebtedness that is 
represented by bonds, bond mortgages, deben-
tures, income bonds, income debentures, mort-
gages, lien notes and any other securities to which 
the property in Canada or any of it is subject, 
whichever is greater a.nd, in such case, this section shall apply as 
though, 
(c) the corporation had no permanent establishment out-
side Canada; 
(d) the paid-up capital as so determined were the total 
paid-up capital of the corporation; and 
(e) the taxable capital of the corporation as determined for 
the purposes of this Act were allocated among the 
provinces and territories of Canada in accordance with 
such of those subsections referred to in clause c of 
subsection 36 of section 5 as are applicable, on the 
assumption that the permanent establishments of the 
corporation in the provinces and territories of Canada 
are its only permanent establishments and that the 
amounts and proportions referred to in such of those 
subsections as are applicable relate exclusively to the 
activity of the corporation at thos.e permanent 
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(18) Except as provided in section 59, every corporation 
referred to in clause.s b, c, d, e;f, g1 h, i; k, l, p ands of subsection 42 
of section 5 shall, in lieu of the taxes payable under subsections 1 
and 2, pay a tax of $5. 
(19) Every corporation referred to in clauses j, m .and n of 
subsection 42 of section 5 and subsection I of section 43 shall, in 
lieu of the tax payable under subsect ion 1, pay a tax of 
$50. 1968-69, c. 18, s. I (5). 
7. Where a corpora ti on has a fiscal year of less than 365 days, 
the tax otherwise payable by it under section 6, 8, 9, IO, 11, or 12 
shall be in the proportion thereof that the number of days of such 
fiscal year bears to 365, except that this section does not apply, 
(a) to any corporation to which subsection 2, 18 or 19 of 
section 6 applies; or 
(b) to any corporation the fiscal year of which does not end 
on the same date each year, but that has been accepted 
for purposes of assessment under this Act. 1970, c. 69, 
s. 3. 
8.- (1) Every bank shall for every fiscal year thereof pay, 
(a) a tax of one-fifth of 1 per cent on the paid-up capital 
stock thereof and one-tenth of 1 per cent on the reserve 
fund and undivided profits thereof; 
(b) an additional tax of $3,000 for the principal office in 
Ontario and $200 for each additional office, branch or 
agency in Ontario, but in the case of such additional 
offices, branches and agencies that were open during the 
fiscal year fewer than 250 days, one tax of $200 shall 
apply for each 250 days or fraction thereof that such 
offices, branches and agencies were open. R.S.O. 1960, 
c. 73, s. 7 (1). 
(2) Where the head office of a bank is outside Ontario and 
where it has not more than five offices, branches and agencies in 
Ontario, the Minister, having regard to the amount of business 
transacted in Ontario, may reduce the amount of tax imposed by 
clause a of subsection 1, but such tax shall in no case be less than 
one-tenth of I per cent calculated on one-half of the paid-up 
capital stock. R.S.O. 1960, c. 73, s. 7 (2) ; 1968, c. 20, s. 6. 
9.-( 1) Every corporation that operates or uses a railway shall 
for every fiscal year thereof pay a tax of $60 per mile for one traek, 
and, where the line consists of two or more tracks, of $40 per mile 
for each additional track, operated or used in any municipality in 
Ontario, and of $40 per mile for one track, and, where the line 
consists of two or more tracks, of $20 per mile for each additional 
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track, in territory without municipal organization in Ontario, but 
a corporation that operates or uses a railway that, either by itself 
or in conjunction with any other railway leased by it or to which it 
is leased or with whiclll it is amalgamated or together with which it 
forms one system, does not exceed 150 miles in length from 
terminal to terminal, whether or not one or both of such terminals 
are outside Ontario, shall, in lieu of such tax, pay a tax of $15 per 
mile for one track in Ontario and, where the line consists of two or 
more tracks, of $5 per mile for each additional track in Ontario, 
and, where the railway or system does not exceed thirty miles in 
length between such terminals, a tax of $10 per mile for one track 
in Ontario and, where the line consists of two or more tracks, of$5 
per mile for each additional track in Ontario. 
1037 
(2) In addition to the tax imposed by subsection 1, every Additional 
corporation that operates or uses a railway that, either by itself or t.ax 
in conjunction with any other railway leased by it or to which it is 
leased or with which it is amalgamated or together with which it 
forms one system, exceeds 150 miles in length from terminal to 
terminal, whether or not one or both of such terminals are outside 
Ontario, shall for every fiscal year of the corporation pay a tax of 
$25 per mile for one track in Ontario, and, where the line consists 
of two or more tracks, of $20 per mile for each additional track in 
Ontario. 
(3) Switches, spurs a nd sidings shall not be included in the Switches, 
measurement of track for the purpose of this section. R.S.O. ~t.cbenot 
1960, c. 73, s. 8. included 
IO. Every corporation that owns, operates or uses a line or a Telegra11h 
part of a line of telegraph in Ontario for gain, including every ~;:r:i"~~· 
corporation that owns, operates or uses a railway, shall for every 
fiscal year of the corporation pay a tax of 1 per cent upon the total 
amount of money invested by the corporation in such line or part 
thereof and the plant and works connected therewith; provided 
that a corporation that owns and a corporation that operates and 
uses any such line or part thereof are liable jointly and severally 
for the payment of such tax, but the total amount payable in 
respect of such line or part thereof and the works and plant 
connected therewith shall not exceed the total amount of tax 
imposed under this section, notwithstanding that the line or part 
thereof is owned, operated or used by more than one corpora-
tion. R.S.O. 1960, c. 73, s. 9. 
11. Every corporation that carries on the business of an Express. 
. . O . . l d' companies, express company over a railway m ntano, me u mg a corpora- special t.ax 
tion that owns, operates or uses a railway, shall for every fiscal 
year of the corporation pay a tax of $800 for each 100 miles or 
fraction thereof up to but not exceeding a tax of $10,000. R.S.O. 
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12. Every corporation, except a corporation that owns, oper-
ates or uses a railway, that transacts in Ontario the business of 
operating, leasing or hiring sleeping or parlour or dining cars run 
upon or used upon any railway in Ontario, shall, for every fiscal 
year of the corporation, pay a tax of 1 percent calculated upon the 
money in\"ested in such cars in use in Ontario. R.S.O. 1960, 
c. 73, s. 11. 
13.-( 1) Every insurance corporation shall pay a tax of 2 per 
cent calculated on the gross premiums that become payable to the 
corporation or its agent or agents dur ing the fiscal year in respect 
of business transacted in Ontario, other than premiums in respect 
of re-insurance ceded to the corporation by other insurance 
corporations and considerations for annuities, after deducting 
from such premiums, 
(a) cash value of dividends credited to policyholders; 
(b) premiums returned. 1965, c. 22, s. 3. 
(2) In determining the amount of tax payable under subsec-
tion l, 
(a) every life insurance premium that becomes payable at 
the time the person insured is a resident of Ontario; and 
(b) every other premium that by the terms of the policy or 
renewal thereof becomes payable in respect of insurance 
of a person resident or property situate in Ontario at the 
time such premium becomes payable whether or not, 
(i) such premium is earned wholly or partly in Ontario, 
(ii) the business in respect of the policy is transacted 
wholly or partly in Ontario, or 
(iii) the payment of such premium is made wholly or 
partly in Ontario, 
shall be deemed to be a premium payable in respect of business 
transacted in Ontario. R.S.0. 1960, c. 73, s. 13 (2). 





premiums payable under a contract of marine insurance or by, 
(a) mutual insurance corporations insuring agricultural and 
other non-hazardous risks on the premium note plan, 
the sole business of which is carried on in Ontario; 
(b) fraternal societies and mutual benefit societies as de-
fined in The Insurance Act; or 
(c) pension fund and employees' mutual benefit societies 
incorporated under or subject to The Corporations 
Act. 1968-69, c. 19, s. 6. 
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( 4) In this section, "marine insurance" means insurance ~larine 
against marine losses, that is to say, the losses incident to marine insurance 
adventure, and may by the express terms of a contractor by usage 
of trade extend so as to protect the insured against losses on inland 
waters or by land or air that are incidental to a sea voyage. 
(5) Where it is established to the satisfaction of the Lieutenant Unfair 
Governor in Council that any jurisdiction discriminates unfairly ~i:rimina­
by imposing taxes, fees and other monetary obligations on any 
insurance corporation or any particular class of insurance corpo-
rations organized under the laws of Canada or of Ontario and 
having their principal offices in Ontario that in the aggregate are 
in excess of comparable taxes, fees and monetary obligations 
imposed on any similar corporation or class of corporations 
organized under the laws of such jurisdiction, the Lieutenant 
Governor in Council may direct that any corpor ation or any class 
of corporations organized under the laws of such jurisdiction and 
that transact business in Ontario shall pay, in addition to the tax 
otherwise imposed by this section, a tax not exceeding the 
equivalent of such excess, and such additional tax is recoverable 
in the same manner as any other tax imposed by this Act. 
(6) For the purposes of this Act, the fiscal year of every ~'i.scal year 
insurance corporation shall be deemed to end on the 31st day of 
December. R.S.O. 1960, c. 73, s. 13 (4-6). 
PART III 
COMPUTATION OFT AXABLE I NCOME 
D IV(SION A-TAXABLE I NCOME 
14. The taxable income of a corporation for a fiscal year is its Taxable 
income for that year minus the deductions permitted by Divi- income 
sion C. R.S.O. 1960, c. 73, s. 14. 
DIVISION B-COMPUTATION OF INCOME 
General Rules 
15. The income of a corporation for a fiscal year for the ~Vorld 
purposes of this Part is its income for the fiscal year from all income 
sources inside or outside Ontario and, without restricting the 
generality of the foregoing, includes income for the fiscal year 
from all businesses and property. R.S.O. 1960, c. 73, s. 15. 
16~ Subject to the other provisions of this Part, income for a Incc_>me from 
f.iscal year from the business or property of a corporation is the ~~~~~or 
profit therefrom for the fiscal year. R.S.0. 1960, c. 73, s. 16. 
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A mounts Included in Computing Income 
Amounts 17. Without restricting the generality of section 15, there 
included in shall be included in computing the income of a corporation for a ~omputing 
mcomc, fiscal year, 
dividends (a) amounts received in the fiscal year as, on acc9unt or in 
lieu of payment of, or in satisfaction of, dividends; 
annuity (b) amounts received in the fiscal year as annuity pay-
payments ments; 
interest (c) amounts received in the fiscal year or receivable in the 
fiscal year, depending upon the method regularly fol-
lowed by the corporation in computing its profit, as 
interest or on account or in lieu of payment of, or in 
satisfaction of, intetest; 
income from (d) the income of a corporation from a partnership or 
partnership syndicate for the fiscal year, whether or not it has or syndicate 
withdrawn such income during the fiscal year; 
previous (e) the amount deducted as a reserve for doubtful debts in 
reserve for computing the income of a corporation for the immedi-bad debts 
ately preceding fiscal year; 
insurance (j) such part of an amount payable to the corporation 
proceeds under a policy of insurance in respect of damage to expended 
property that is depreciable property of the corporation 
within the meaning of section 32 as has been expended 
by the corporation, 
(i) within the fiscal year, and 
(ii) within a reasonable time after the damage, 
on repairing the damage; 
previous (g) the amount deducted as a reserve under clause l of 
reserve for subsection 1 of section 23 in computing the corpora-quadrennial 
survey, et(:. tion's income for the immediately preceding year ; 
bad debts (h) amounts received in the fiscal year on account of debts 
recovered in respect of which a deduction for bad debts had been 
made in computing the income of the corporation for a 
previous fiscal year, whether or not the corporation was 
carrying on the same business in the fiscal year during 
which such deduction was made; 
gayments (i) amounts received by the corporation-in the fiscal year 
ased on that were dependent upon use of or production from production 
or use property, whether or not they were instalments of the 
sale price of the property, but instalments of the sale 
price of agricultural land shall not be included by virtue 
of this clause; 
employees (j) amounts received by the corporation in the fiscal year 
profit under an employees profit sharing plan established for sharing plan 
Sec. 18 (2) CORPORATIONS TAX Chap. 91 
the benefit of the employees of the corporation or of a 
corporation with which the first-mentioned corporation 
does not deal at arm's length; R.S.O. 1960, c. 73, s. 17; 
1961-62, c. 2.3, s. 5, part; 1964, c. 11, s. 2 (1); 1968, c. 20, 
s. 7. 
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(k) amounts received by a corporation in the fiscal year prof\t 
under a deferred profit sharing plan as provided by ~~:~mg 
section 53; 1961-62, c. 23, s. 5, part. 
(l) amounts that the corporation became entitled to receive insurance 
in the fiscal year upon the disposition of an interest in a ~~;leds 
life insurance policy, to the extent provided by section 
54; 
(m) amounts allocated to the corporation in the fiscal year allocations 
by an insurer as provided by section 54; 1970, c. 69, r~~~~~nce 
s. 4. policies 
(n) amounts received by the corp9ration in the fiscal year in r,roceeds 
consideration for the disposition of a right, licence or J~~ition 
privilege to explore for, drill for or take petroleum or ~~ights, 
natural gas in Canada, as provided by subsection 12 or 
14 of section 58; 1962-63, c. 26, s. 2. 
(o) an amount that is included in computing the income of divide.nd 
the corporaiion under Part I of the Income Tax Act ~rs:t'.n~52, 
(Canada) pursuant to section 138A of that Act; 1964, c. 148 
c. 11, s. 2 (2). 
(p) amounts received by the corporation in the fiscal year as legal costs 
legal costs awarded to it by a court on an appeal in 
relation to an assessment of tax, interest or penalties 
under this Act, or the Income Tax Act (Canada), if with 
respect to that assessment an amount has been deducted 
or may be deductible under clause w of subsection 1 of 
section 23 in computing its income; and 




18.-(l) Where the result of one or more sales, exchanges, Indirect 
declarations of trust, or other t ransactions of any kind whatsoev- g~t~~~fer 
er is that a person confers a benefit on a corporation, that person 
shall be deemed to have made a payment to the corporation equal 
to the amount of the benefit conferred notwithstanding the form 
or legal effect of the transactions or that one or more other persons 
were also parties thereto; and whether or not there was an 
intention to avoid or evade taxes under this Act, the payment 
shall be included in computing the income of the corporation. 
(2) Where it is established that a sale, exchange or other Arm's 
transaction was entered into by a corporation and other perso!lS Ien~th 
dealing at arm's length, bona fide and not pursuant to, or as part 
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part of an existing or future obligation, no party thereto shall be 
regarded, for the purpose of this section and for the purpose of 
subsection 5 of section 24, as having conferred a benefit on a 
corporation who was party thereto. 1968, c. 20, s. 8. 
19.-( 1) Where a payment under a contract or other arrange-
ment can reasonably be regarded as being in part a payment of 
interest or other payment in the nature of income and in part a 
payment in the nature of capital, the part of the payment that can 
reasonably be regarded as a payment of interest or other payment 
in the nature of income shall, irrespective of when the contract or 
arrangement was made or the form of legal effect thereof, be 
included in computing the income of the corporation receiving 
it. R.S.O. 1960, c. 731 s. 18. 
(2) Where, in the case of a bond, debenture, bill, note, 
mortgage, hypothec or similar obl.igation issued after December 
20, 1960, by a person exempt from tax under section 62 of the 
Income Tax Act (Canada), a non-resident person not carrying on 
business in Canada, or a government, municipality or municipal 
or other public body performing a function of government, 
(a) the obligation was is.sued for an amount that is less t han 
the principal amount thereof; 
(b) the interest stipulated to be payable on the obligation, 
expressed in terms of an annual rate on, 
(i) the principal amount t hereof, if no amount is 
payable on account of the principal amount before 
the maturity of the obligation, or 
(ii) the amount outstanding from time to time as or on 
account of the principal amount thereof, in any 
other case, 
is less than 5 per cent; and 
(c) the yield from the obligation, expressed in terms of an 
annual rate on the amount for which the obligation was 
issued, which annual rate shall, if the terms of the 
obligation or any agreement relating thereto conferred 
upon the holder thereof a right to demand payment of 
the principal amount of the obligation or the amount 
outstanding as or on account of the principal amount 
thereof, as the case may be, before tlie maturity of the 
obligation, be calculated on the basis of the yield that 
produces the highest such annual rate obtainable condi-
tional upon the exercise of any such right, exceeds the 
annual rate determined under clause b by more than 
one-third thereof, 
the amount by which the principal amount of the obligation 
exceeds the amount for which the obligation was issued shall be 
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included in computing the income of a corporation for the fiscal 
year in which it became the owner of the obligation if i~ is the first 
owner thereof that is a corporation that has a permanent 
establishment in Canada and if it is not a corporation that is 
exempt from tax under subsection 42 of section 5. 1961-62, c. 23, 
s. 6, part; 1970, c. 69, s. 5 (1). 
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(3) In subsection 2, " principal amount", in relation to any lnL!!rpre-
bl. . , h d h f h tat1on o 1gat1on, means tne amount t at, un er t e terms o t e 
obligation or any agreement relating thereto, is the maximum 
amount or maximum aggregate amount, as the case may be, 
payable on account of the obligation by the issuer thereof, 
otherwise than as or on account of interest or as or on account of 
any premium payable by the issuer conditional upon the exercise 
by the issuer of a r ight to redeem the obligation before the 
maturity thereof. 
( 4) Subsection 1 does not apply in any case where subsection 2 Application 
applies. 1961-62, c. 23, s. 6, part. 
(5) Subsection I does not apply to any amount received by a Idem 
corporation in a fiscal year, 
(a) as an annuity payment; 
(b) as a refund of premiums or contributions paid by the 
holder of a life annuity contract, as defined by the 
regulations, upon the death of such holder; or 
(c) in satisfaction of the rights of the corporation under a 
life annuity contract, as defined by regulation, that was 
entered into before the 14th day of J une, 1963, except to 
the extent that the amount so received exceeds the 
aggregate of, 
(i) the value of its rights under the contract on the 
second anniversary date of the contract to occur 
after the 22nd day of October, 1968, and 
(ii) the aggregate of premiums paid by the corporation 
under the contract after the said second anniver-
sary date. 1964, c. 11, s. 3; 1970, c. 69, s. 5 (2). 
20.- (1) Where, in a fiscal year, ~ppropria-
tion of 
(a) a payment has been made by a corporation to a propehrtydto 
. h . h h Id h . h . h share ol• ers corporation t at LS as are o er t erem ot erwJSe t an 
pursuant to a bona fide business transaction; 
(b) funds or property of a corporation have been appro-
priated in any manner whatsoever to or for the benefit of 
a corporation that is a shareholder therein; or 
(c) a benefit or advantage has been conferred by a corpora-
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otherwise than, 
(i) on the reduction of its capital, the redemption of its 
shares or the winding up, discontinuance or reor-
ganization of its business, 
(ii) by payment of a stock dividend, or 
(iii) by conferring on all holders of common shares in the 
capital of the corporation aright to buy additional 
common shares therein, 
the amount or value thereof shall be included in computing the 
income of the corporation that is a shareholder therein for the 
fiscal year. 
(2) Where a corporation has in a fiscal year made a loan to a 
corporation that is a shareholder therein, the amount thereof shall 
be deemed to have been received by the corporation that is a 
shareholder therein as a dividend in the fiscal year u nless, 
(a) the loan was made in the ordinary course of its business 
and the lending of money was part of its ordinary 
business and bona fide arrangements were made at the 
time the loan was made for repayment thereof within a 
reasonable time; or 
(b) the loan was repaid within one year from the end of the 
fiscal year of the lending corporation in which it was 
made and it is established by subsequent events or 
otherwise that the repayment was not ma.de as a part of 
a series of loans and repayments. 
(3) An annual or other periodic amount paid by a corporation 
to another corporation in respect of an income bond or income 
debenture shall be deemed to have been received by the receiving 
corporation as a dividend unless the corporation paying it is 
entitled to deduct the amount so paid in computing its income. 
( 4) This section is applicable in computing the income of a 
corporation that is a shareholder of the paying corporation for the 
purposes of this Part, whether or not the paying corporation had a 
permanent establishment in Ontario. R.S.O. 1960, c. 73, s. 19. 
21. In computing the income for a fiscal year of a bank, there 
shall be included the amount by which the aggregate of the 
amounts, that at the end of the fiscal year are set aside or reserved 
by way of write-down of the value of assets or appropriation to 
contingency reserves or contingent accounts for the purpose of 
meeting losses on loans, bad or doubtful debts, depreciation in the 
value of assets other than bank premises, or other contingencies, 
is, in the opinion of the Minister, having regard to all of the 
circumstances, in excess of the reasonable requirements of the 
bank. R.S.O. 1960, c. 73, s. 20; 1968, c. 20, s. 9. 
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Amounts Not Included in Computing Income 
22. In computing the income of a corporation for a fiscal year, Amounts not 
there shall not be included include.:! in 
1 computing 
(a) an amount received under a war savings certificate ~~~me: 
issued by His Majesty in right of Canada or under a :~:irfc~tcs 
similar savings certificate issued by His Majesty in right 
of Newfou ndland before April 1, 1949; 
(b) the income for the fiscal year of a non-resident corpora- ship or 
tion earned in Canada from t he operation of a ship or ~~r;:~:~id~nt 
aircraft owned or operated by such corporation, if the corporation 
country where that corporation resides or maintains its 
chief place of business grants substantially similar relief 
for the fiscal year to a corporation that resides or has its 
chief place of business in Canada; 
(c) an amount received as a result of prospecting that prospecting 
section 57 provides is not to be included; 
(d) an amount paid to a corporation on account of a federal 
development grant under the Area Development Incen- ~eevne~~nts 
tives Act (Canada) or the Industrial Research and Deve- 196.5, 
lopment Incentives Act (Canada). R.S.O. 1960, c. 73, ~~~~~n ) 
s. 21; 1966, C. 30, S. 2; 1968, c. 20, s. 10; c.82(Can.) 
Deductions Allowed in Computing Income 
23.-(1) Notwithstanding clauses a and b of subsection 1 of Deductions 
section 24, there may be deducted in computing the income of a ~2~~~i~~ 
corporation for a fiscal year, income: 
(a) an amount paid in the fiscal year or payable in respect of interest 
the fiscal year, depending upon the method regularly 
followed by the corporation in computing its income, 
pursuant to a legal obligation to pay interest on, 
(i) borrowed money used for the purpose of earning 
income from a business or property, other than 
borrowed money used· to acquire property the 
income from which would be exempt or to acquire 
an interest in a life insurance policy, 
(ii) an amount payable for property acquired for the 
purpose of gaining or producing income therefrom 
or for the purpose of gaining or producing income 
from a business, other than property the income 
from which would be exempt or property that is an 
interest in a life insurance policy, or 
(iii) subject to the approval of the Minister, an amount 
paid to the corporation under, 
(A) an Appropriation Act (Canada) for the pur-
pose of advancing or sustaining the technologi-
cal capability of Canadian manufacturing or 
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(B) the Northern Mineral Exploration Assistance 
Regulations made under an Appropriation Act 
(Canada), 
or a reasonable amount in respect thereof, whichever is the 
lesser; R.S.O. 1960, c. 73, s. 22 (1), cl. (a); 1968, c. 20, s. 11 (l); 
1970, c. 69, s. 6 ( 1). 
(b) an amount payable in the fiscal year as a fee for services 
rendered by a person as a registrar of or agent for the 
transfer of shares of the capital ~tock of the corporation 
or as an agent for the remittance to shareholders of the 
corporation of dividends declared by it; 
(c) an amount payable in the fiscal year as a fee to a stock 
exchange for the listing of shares of the capital stock of 
the corporation; 
(d) an expense incurred in the fiscal year in the course of 
printing and issuing a financial report to shareholders of 
the corporation or to any other person entitled by law to 




cc. 87, 93 (Can.) 
(e) an amount payable by the corporation in the fiscal year 
as a fee to a bank to which the Bank Act (Canada) or the 
Quebec Savings Banks Act (Canada) applies for the 
certification of a non-interest-bearing post-dated bill 
drawn by the corporation on the bank and payable not 








{J) where a bill described in clause e that was drawn by the 
corporation was sold by the corporation in the fiscal 
year, the amount, if any, by which the principal amount 
of the bill exceeds the consideration paid by the purchas-
er to the corporation for the bill so sold; 
(g) such part of any loan repaid by the corporation in the 
fiscal year as was required by the operation of subsec-
tion 2 of section 20, to be included in computing its 
income for a previous fiscal year, to the extent that the 
amount of the loan deemed to have been received by the 
corporation as a d ividend w~ not deductible under 
section 38 from the income of the corporation for the 
year in which the dividend was deemed to have been so 
received, if it is established by subsequent events or 
otherwise that the repayment was not made as a part of 
a series of loans and repay ments; 1961-62, c. 23, s. 7 
(1), part . 
(h) an amount paid in the fiscal year pursuant to a legal 
obligation to pay interest on an amount that would be 
deductible under clause a if it were paid in the fiscal year 
or payable in respect of the fiscal yeari 
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(i) an expense incurred in the fiscal year, e xpense of 
issuing 
the s ha res or 
borrowing 
money 
(i) in the course of issuing or selling shares of 
capital stock of the corporation, or 
(ii) in the course of borrowing money used by the 
corporation for the purpose of earning income from 
a business or property, other tha.111 money used by 
the corporation for the purpose of acquiring proper-
ty the income from which would be exempt, 
but not including any amount in respect of, 
(iii) a commission or bonus paid or payable to a person 
to whom the shares would be issued or sold or from 
whom the money was borrowed or for or on account 
of services rendered by a person as a salesman, 
agent or dealer in securities in the course of issuing 
or selling the shares or borrowing t he money, or 
(iv) an amount paid or payable as or on account of the 
principal amount of the indebtedness incurred in 
the course of borrowing the money, or as or on 
account of interest; 
(j) such part of a payment, idem 
(k) 
(i) repaying borrowed money used for the purpose of 
earning income from a business or property, other 
than borrowed money used to acquire property the 
income from which would be exempt, or 
(ii) for property acquired for the purpose of gaining or 
producing income therefrom or for the purpose of 
gaining or producing income from a business, other 
than property the income from which would be 
exempt, 
made by the corporation in the fiscal year as is by 
section 19 required to be included in computing the 
income of the corporation receiving it; 
a reasonable amount as a reserve for, reserve for 
doubtful 
(i) doubtful debts that have been included in com put- debts 
ing the income of the corporation for that fiscal 
year or a previous fiscal year, and 
(ii) doubtful debts arising from loans made in the 
ordinary course of business by a corporation part of 
the ordinary business of which was the lending of 
money; R.S.O. 1960, c. 73, s. 22 (l), els. (e-h). 
(l) such amount as may be prescribed as a reserve for reserve for 
b . d b h . b f q uadrennial expenses to e mcurre y t e corporation y reason o survey 
quadrennial or other special surveys required under the R 8 c 1952 
Canada Shipping Act (Canada), or the regulations c."29 · ' 
thereunder or under the rules of any society or associa-
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approved by the Minister of Transport of Canada for 
the purpose of the Canada Shipping Act (Canada); 
1968, c. 20, s. 11 (2). 
(m) the aggregate of debts owing to the corporation, 
(i) that it has established to have become bad debts in 
the fiscal year, and 
(ii) that it has included, except in the cas~ of debts 
arising from Joans made in the ordinary course of 
business by a corporation part of the ordinary 
business of which was the lending of money, in 
computing its income for that fiscal year or a 
previous fiscal year; R.S.O. 1960, c. 73, s. 22 (1), 
cl. (i). 
(n) an amount paid by the corporation in the fiscal year or 
within 120 days from the end of the fiscal year to or 
under a registered pension fund or plan in respect of 
services rendered by employees of the corporation in the 
iiscal year, subject however as follows: 
(i) in any case where the amount so paid is the 
aggregate of amounts, each of which is identifiable 
as a specified amount in respect of an individual 
employee of the corporation, the amount deducti-
ble under this clause in respect of any one such 
individual employee is the lesser of the amount so 
specified in respect of thatemployeeor$1,500, and 
(ii) in any other case, the amount deductible under this 
clause is the lesser of the amount so paid or an 
amount determined in the prescribed manner, not 
exceeding $1,500 multiplied by the number of 
employees of the corporation in respect of whom 
the .amount so paid by the corporation was paid by 
it, 
plus such amount as may be deducted as a special 
contribution under section 50; R.S.O. 1960, c. 73, s. 22 
(1), cl. (j); 1965, c. 22, s. 5 (I). 
(o) where a registered pension fund or plan contains a 
provision under which the corporation may provide 
superannuation or pension benefits for an employee or 
former employee of the corporation by making a lump 
sum payment to or under the fund or plan in the fiscal 
year in which the employee or former employee, 
(i) becomes eligible to retire, 
(ii) retires or otherwise ceases to be employed by the 
corporation, 
(iii) reaches an age at which the superannuation or 
pension benefits so provided for become payable or 
commence to be payable to him, 
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an amount paid by the corporation in the fiscal year or 
within sixty days from the end of the fiscal year 
pursuant thereto as the lump sum in respect of an 
employee or former employee who, in the fiscal year, 
became eligible to retire, retired or otherwise ceased to 
be employed by the corporation or reached the age 
referred to in subclause iii, except to the extent that it is 
deductible under clause n; R.S.O. 1960, c. 73, s. 22 (1 ), 
cl. (k). 
(p) such amount in respect of expenditures on scientific 
research as is permitted by section 46 or by section 
47; 1962-63, c. 26, s. 3 (1). 
(q) the capital element of each annuity payment, other than 
a superannuation or pension benefit or a payment under 
a registered retirement savings plan, included in com-
puting income for the fiscal year, that is to say, an 
amount equal to that part of the payment determined in 
the prescribed manner to have been a return of capi-
tal; R.S.O. 1960, c. 73, s. 22 (1), cl. (m). 
(r) such amounts in respect of payments made by a corpo-
ration pursuant to allocation in proportion to patronage 
as are permitted by section 49; R.S.O. 1960, c. 73, s. 22 
(I), cl. (o). 
(s) such amount in respect of taxes on income for the fiscal 
year from mining operations as is permitted by the 
regulations; 1962-63, c. 26, s. 3 (2). 
(t) an amount paid by a corporation to a trustee in trust for 
employees of such corporation or of a corporation with 
which such corporation does not dea~ at arm's length 
under an employees profit sharing plan as permitted by 
section 51; R.S.O. 1960, c. 73, s. 22 (I), cl. (q). 
(u) an amount paid by a corporation to a trustee under a 
registered supplementary unemployment benefit plan 
as permitted by section 52; R.S.O. 1960, c. 73, s. 22 
(1), cl. (r); 1968, c. 20, s. 11 (3). 
(v) an amount paid by the corporation to a trustee under a 
deferred profit sharing plan as permitted by subsection 
4 of section 53; 1961-62, c. 23, s. 7 (1), part. 
(w) 
(x) 
amounts paid by the corporation in the fiscal year in 
respect of fees or expenses incurred in preparing, in-
stituting or prosecuting an objection to, or an appeal in 
relation to, an assessment of tax, interest or penalties 
under this Act or the Income Tax Act (Canada); 1965, 
c. 22, s. 5 (2). 
the amount payable by the corporation for the fiscal 
year as a contribution under the Canada Pension Plan or 
under a provincial pension plan as defined in section 3 of 
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(y) an amount, which would not otherwise be deductible 
paid by the corporation in the fiscal year to a perso~ 
with whom it was dealing at arm's length for the 
cancellation of a lease of property of the corporation 
leased by it to that person; 
(z) an amount paid by the corporation in the fiscal year for 
the landscaping of grounds around a building or other 
structure of the corporation thaL is used by it. primarily 
for the purpose of gaining or producing income there-
from or from a business; 
(za) an amount paid by the corporation in the fiscal year as 
or on account of expenses incurred by it in making any 
representation relating to a business carried on by it, 
(i) to the government of a country, province or state or 
to a municipal or public body performing a function 
of government in Canada, or 
(ii) to an agency of a government or of a municipal or 
public body referred to in su bclause i that has 
authority to make rules, regulations or by-laws 
relating to the business carried on by the corpora-
tion, 
including any representation for the purpose of obtain-
ing a licence, permit, franchise or trade mark relating to 
the business carried on by the corporation; 
(zb) an amount paid by the corporation in the fiscal year for 
investigating the suitability of a site for a building or 
other structure planned by the corporation for use in 
connection with a busines~ carried on by it. 1966, c. 30, 
s. 3 (1). 
(2) Notwithstanding clauses a and b of subsection 1 of section 
24, there shall be deducted in computing the income of a 
corporation for a fiscal year, 
(a) such part of the capital cost. to the corporation of 
property, or such amount in respect of the capital cost to 
the corporation of property, if any, as is provided by the 
regulations; 
(b) such amount as an allowance in respect of an oil or gas 
well, mine or timber limit, if any, as is allowed to the 
corporation by the regulations. 
(3) Im computing the income of a corporation from shares it 
holds in another corporation the income of which is from the 
operation of an oil or gas well or a mine, there may be deducted 
such amount, if any, as is allowed by t he regulations. 
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( 4) For greater certainty it is hereby declared that, in the case ~llowance 
of a regulation made under clause b of subsection 2 allowing to a ~~{g;::t or 
corporation an amount in respect of an oil or gas well or a mine, wr lls, etc. 
(a) there may be allowed to the corporation by such 
regulation an amount in respect of any or all oil or gas 
wells or mines in which the corporation has any interest; 
and 
(b) notwithstanding any other provision contained in this 
Act, the Lieu tenant Governor in Council may prescribe 
the formula by which the amount that may be allowed 
to the corporation by such regulation shall be deter-
mined. R.S.O. 1960, c. 73, s. 22 (2-4). 
(5) Where a deduction is allowed under clause b of subsection 2 1,esscc's 
in respect of a coal mine operated by a lessee, the lessor and the ~\i':i'~11°~cc 
lessee may agree as to what portion of the allowance each may 
deduct and, in the event that t hey cannot agree, the Minister may 
fix the proportions. R.S.O. 1960, c. 73, s. 22 (5); 1968, c. 20, s. 11 
(4). 
(6) For the purpose of clause a of subsection I, where a Uorrowed 
corporation has borrowed money in consideration of its promise money 
to pay a larger amount and to pay interest on the larger amount, 
(a) the larger amount shall be deemed to be the amount 
borrowed; a nd 
(b) where the amount actually borrowed has been used in 
whole or in part for the purpose of earning income from a 
business or property, the proportion of the larger 
amount that the amount actually so used is of the 
amount actually borrowed shall be deemed to be the 
amount so used. R.S.O. 1960, c. 73, s. 22 (6). 
(7) For greater certainty, it is hereby declared that where a Idem 
corporation has used borrowed money, 
(a) to repay money previously borrowed; or 
(b) to pay an amount payable for property described !in 
subclause ii of clause a of subsection 1 previously 
acqu ired, 
the borrowed money shall, for the purposes of section 68 and for 
clause a or j of subsec~ion 1, be deemed to have been used for the 
purpose for which the money previously borrowed was used or 
was deemed by this subsection to have been used, or to acquire the 
property in respect of which the said amount was so payable, as 
the case may be. 1970, c. 69, s. 6 (3). 
(8) Notwithstanding clauses a and b of subsection 1 of section Banks 
24, there may be deducted, in computing the income for a fiscal 
year of a bank, such amount as is set aside or reserved for the fiscal 
year either by way of write-down of the value of assets or 
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for the purpose of meeting losses on loans, bad or doubtful debts, 
depreciation in the value of assets other than bank premises, or 
other contingencies, and is, in the opinion of the Minister, having 
regard to all the circumstances, not in excess of the reasonable 
requirements of the bank. R.S.O. 1960, c. 73, s. 22 (8); 1968, 
c. 20, s. ]1 (5). 
(9) Notwithstanding clauses a and b of subsection l of section 
24, there may be deducted in computing the income from a 
business of a corporation for a fiscal year an amount paid by the 
corporation in the fiscal year to a person, other than a person with 
whom the corporation does not deal at arm's length, for the 
purpose of making a service connection to its place of business for 
the supply, by means of wires, pipes or conduits, of electricity, 
gas, telephone service, water or sewers supplied by such person, to 
the extent that the amount so paid was not paid, 
(a) to acqu ire property of the· corporation; or 
(b) as consideration for the goods or services for the supply 
of which the service connection was undertaken or 
made. 
( IO) Notwithstanding clauses a and b of subsection 1 of section 
24, there may be deducted, in computing the income of a 
corporation from shares or securities for a fiscal year, one-half the 
fees paid by the corporation in the fiscal year to an investment 
counsel for advice as to the advisability of purchasing or selling 
specific shares or securities. 
(11) For the purpose of subsection 10, "investment counsel" 
means a person whose principal business is advising others as to 
the advisability of purchasing or selling specific shares or securi-
ties. 
( 12) Notwithstanding clauses a and b of subsection 1 of section 
24, there may be deducted in computing the income from the 
business of a corporation for a fiscal year all corporation taxes 
payable by the corporation in the fiscal year. 
{13) In subsection 12 and in this subsection, 
(a) " corporation tax" means a tax imposed by the legisla-
ture of a province or by a municipality in the province 
that is declared by the regulations to be a tax on 
corporations, but does not include, 
(i) a corporation income tax, or 
(ii) any other tax declared by the regulations not to be 
a corporation tax; 
(b) "corporation income tax" means a tax imposed by the 
Parliament of Canada or by the legislature of a province 
or by a municipality in the province that is declared by 
the regulations to be a tax of general application on the 
profits of corporations. 
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(14) Where an amount that is owing to a corporation as or on 
account of the proceeds of disposition of depreciable property of 
the corporation of a prescribed class as determined for the purpose 
of section 32 is established by the corporation to have become a 
bad debt in a fiscal year, there may be deducted in computing its 
income for the fiscal year the lesser of, 
(a) the amount so owing to the corporation; or 
(b) the amount, if any, by which the capital cost to the 
corporation of that property, as determined for the 
purpose of section 32, exceeds the aggregate of the 
amounts, if any, realized by the corporation on account 








(15) Where depreciable property of a corporation has, in a Sale of 
fiscal year, been disposed of to a person with whom the corpora- ~~~~ent 
tion was dealing at arm's length, and the proceeds of disposition f~chi~15~· 
include an agreement for sale of or mortgage or hypothec on land proccc~~or 
h h . h . b r· I Id a ispos1t1on t at t e corporation as, m a su sequent 1sca. year, so to a 
person with whom it was dealing at arm's length, there may be 
deducted, in computing the income of the corporation for the 
subsequent fiscal year, an amount equal to the lesser of, 
(a) the amount, if any, by which the principal amount of the 
agreement for sale, mortgage or hypothec outstanding 
at the time of the sale exceeds the consideration paid by 
the purchaser to the corporation for the agreement for 
sale, mortgage or hypothec; or 
(b) the amount determined under clause a less the amount, 
if any, by which the proceeds of disposition of the 
depreciable property exceed the capital cost to the 
corporation of that property. 1965, c. 22, s. 5 (3). 
( 16) Notwithstanding clauses a and b of subsection 1 of section Clearing 
24, there may be deducted, in computing the income of a l:~~lhn~ 
corporation for a fiscal year from a business that is farming, l:~?n:"iile 
amounts paid by the corporation in the fiscal year for clearing drainage 
land, levelling land or laying tile drainage for the purpose of 
carrying on the farming business. 
(l 7) In lieu of making any deduction of an amount permitted 
by clause za of subsection. 1 in computing its income for a fiscal 
year, a corporation may, if it so elects in prescribed manner, ma ke 
a deduction of one-tenth of that amount in computing its income 
for that fiscal year and a like deduction in computing its income 
for each of the nine immediately following fiscal years. 1966, 
c. 30, s. 3 (2). 
Application of 
Cl. Zll 
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Deduct-ions Not Allowed in Computing Income 
24.-(1) In computing income, no deduction shall be made in 
respect of, 
(a) an outlay or expense except to the extent that it was 
made or incurred by the corporation for the purpose of 
gaining or producing income from property or a business 
of the corporation; 
(b) an outlay, loss or replacement of capital, a payment on 
account of capital or an allowance in respect of deprecia-
tion, obsolescence or depletion except as expressly per-
mitted by this Part; 
(c) an outlay or an expense to the extent that it may 
reasonably be regarded as having been made or incurred 
for the purpose of gaining or producing exempt income 
or in connection with property the income from which 
would be exempt; 
(d) the annual value of property except rent for property 
leased by the corporation for use in its business; 
(e) an amount transferred or credited to a reserve, contin-
gent account or sinking fund except as expressly permit-
ted by this Part; 
(f) an amount paid by a corporation other than a personal 
corporation as interest or otherwise to holders of its 
income bonds or income debentures unless the bonds or 
debentures have been issued or the income provisions 
thereof have been adopted since 1930, 
(i) to afford relief to the debtor from financial difficul-
ties, and 
(ii) in place of or as :an amendment to bonds or 
debentures that at the end of 1930 provided uncon-
d itionally for a fixed rate of interest; 
(g) an amount paid by a corporation to a trustee under a 
deferred profit sharing plan except as expressly permit-
ted by section 53; 
(h) an amount paid by a corporation to a t rustee under a 
profit sharing plan that is not, 
(i) an employees profit sharing plan, 
(ii) a deferred profit sharing plan, or 
(iii) a registered pension fund or plan; 
(i) the amount of a managemen.t or administration fee or 
charge paid or credited, or deemed to be paid or 
credited, to a non-resident person to the extent that 
such amount is subjected to taxation under paragraph a 
of subsection l of section 106 of the Income Tax Act 
(Canada); 
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(j) an amount paid by a. corporation to a trustee under a 
supplementary unemployment benefit plan except as 
permitted by section 52. R.S.O. 1960, c. 731 s. 23 (l); 
1961-62,c.23,s.8; 1964,c. ll ,s.4; 1968,c.20,s. 12(1). 
(2) In computing income, no deduction shall be made in 
respect of an outlay or expense .otherwise deductible except to the 
extent that the outlay or expense was reasonable in the circum-








(3) In computing income, no deduction shall be made in Limitation 
respect of an otherwise deductible outlay or expense of a corpora- ~~vertising 
t ion for advertising space in an issue of a non-Canadian newspa- expense 
per or periodical dated after the 31st day of December, 1965, for 
an advertisement directed primarily to a market in Canada if 
such outlay or expense is not deductible in computing its income 
d I h (c d ) 
R.S.C. l!l52, 
un er Part oft e Income Tax Act ana a pursuant to section c. 148 
12A of that Act. 1966, c. 30, s. 4. 
( 4) Clause c of subsectio.n l does not apply in .respect of. an ''f.plic~tion 
outlay or expense made or incurred by a corporation, at a time ~1.~ubs. 1• 
when more than 50 per cent of its property consisted of property 
leased to a subsidiary-controlled corporation subsidiary to it or 
shares in the capital stock of, bonds, debentures, mortgages or 
hypothecs of or bills or notes of a subsidiary-controlled corpora-
tion subsidiary to it, for the purpose of gaining or producing 
income in the form of dividends from any such corporation or in 
connection with property in the form of shares in the capital stock 
thereof. 1962-63, c. 2:6, s. 4. 
(5) In computing income, no deduction may be made in Artificia! 
respect of a disbursement or expense made or incurred in respect transaction 
of a transaction or operation that, if allowed, would unduly or 
artificially reduce the income. 1968, c. 20, s. 12 (2). 
25.-(I) Where the chief source of income of a corporation for Ch.ief source 
a fiscal year is neither farming nor a combination of farming and or income 
some other source of income, its income.for the fiscal year shall be 
deemed to be not less than its income from all sources other than 
farming minus the les~er of, 
(a) its loss from farming for the fiscal year; or 
(b) $2,500 plus the lesser of, 
(i) one-half of the amount by which its loss from 
farming for the fiscal year exceeds $2,500, or 
(ii) $2,500. R .S.O. 1960, c. 73, s. 24 ( 1). 
(2) For the purpose of this section, the Minister may deter- Minister 
mine that the chief source of income of a corporation £or a fiscal d'e~~rmine 
year is neither farming nor a combination of farming and some 
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(3) For the purpose of this section, a "loss from farming" is a 
loss from farming computed by applying the provisions of this 
Part respecting the computation of income from a business 
mutatis mutandis. R.S.O. 1960, c. 73, s. 24 (3). 
( 4) The income of a corporation for a fiscal year from a 
business, property or other source of income or from sources in a 
particular place means the income of the corporation computed in 
accordance with this Part on the assumption that it had during 
the fiscal year no income except from that source or those sources, 
and was allowed no deductions jn computing its income for the 
fiscal year except such deductions as may reasonably be regarded 
as wholly applicable to that source or those sources and except 
such part of any other deductions a.s may reasonably be regarded 
as applicable to that source or those sources. 
(5) Where the business carried on by a corporation or the 
duties performed by it was carried on or were performed, as the 
case may be, partly in one place and partly in another place, the 
income of the corporation for the fiscal year from the business 
carried on by it or the duties performed by it in a particular place 
means the income of the corporation computed in accordance 
with this Part on the assumption that it had during the fiscal year 
no income except from the part of the business that was carried on 
or the part of those duties that were performed in that particular 
place, and was allowed no deductions in computing its income for 
the fiscal year except such deductions as may reasonably be 
regarded as wholly applicable to that part of the business or those 
duties and such part of any other deductions as may reasonably 
be regarded as applicable to that part of the business or those 
duties. 1960-61, c. 14, s. 2. 
2G.-(1) For the purpose of computing the income of a 
corporation from a business or a property, the property described 
in each inventory of the business shall be valued at its cost to the 
corporation or its fair market value, whichever is lower, unless, 
(a) all of the property described in all of the inventories of 
the business is valued at the cost thereof to the corpora-
tion; or 
(b) all of the property described in all of the inventories of 
the business is valued at the fair market value thereof. 
Idem (2) Notwithstanding subsection 1, for the purp-0se of comput-
ing income for a fiscal year, the property described in an 
inventory at the commencement of the year shall be valued at the 
same amount as the amount at which it was valued at the end of 
the immediately preceding fiscal year in computing the income of 
the corporation for that preceding fiscal year. 
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(3) For the purpose of this section and section 89, an inventory 
shall show quantities and nature of the properties that should be 
included therein in such manner and in sufficient detail that the 
property may be valued in accordance with this section. R.S. 0 . 




27 .-( l) A payment or transfer of property made pursuant to 
the direction of or wEth the concurrence of a corporation to some 
person for the benefit of the corporation or as a. benefit that the 
corporation desired to have conferred on such person shall be 
included in computing the income of the corporation to the extent 
that it would be if the payment or transfer had been made to the 
corporation. R.S.O. 1960, c. 73, s. 26 (I); 1961-62, c. 23, s. 9 (1). 
Indirect 
payments 
(2) For the purposes of this Part, a payment or transfer in a Undistrib-
f . 1 f d h . uled isca year o property ma e to t e corporation or to some person payments or 
for the benefit of the corporation and other persons jointly or a profits 
profit made by the corporation and other persons jointly in a 
fiscal year shall be deemed to have been received by the corpora-
tion in the fiscal year to the extent of its interest therein 
notwithstanding that there was no distribution or division thereof 
inthatfiscalyear. R.S.0. 1960, c. 73,s.26(2); 1961-62,c.23, s.9 
(2). 
28.-(1) Where a corporation carrying on business in Canada Inadequate 
has purchased anything from a person with whom it was not ~~~~dern­
dealing at arm's length at a price in excess of the fair market 
value, the fair market value thereof shall, for the purpose of 
computing the income of the corporation from the business, be 
deemed to have been paid or to be payable therefor. 
(2) Where a corporation carrying on business in Canada has Idem 
sold anything to a person with whom it was not dealing at arm's 
length at a price less than the fair market value, the fair market 
value thereof shalt, for the purpose of computing the income of the 
corporation from the business, be deemed to have been received or 
to be receivable therefor. 
(3) Where a corporation carrying on business in Canada has Idem 
paid or agreed to pay to a non-resident person with whom it was 
not dealing at arm's length as price, rental, royalty or other 
payment, for use or reproduction of any property, or as considera-
t ion for the carriage of goods or passengers or for other services, .an 
amount greater than the amount, hereinafter in this subsection 
referred to as "the reasonable amount'', that would have been 
reasonable in the circumstances if the non-resident person and the 
corporation had been dealing at arm's length, the reasonable 
amount shall, for the purpose of computing the income of the 
corporation from the business, be deemed to have been the 
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( 4) Where a non-resident person has paid or agreed to pay to a 
corporation carrying on business in Canada with which he was not 
dealing at arm's length as price, rental, royalty or other payment 
for use or reproduction of any property, or as consideration for the 
carriage of goods or passengers or for other services, an amount 
less than the amount, hereinafter in this subsection referred to as 
"the reasonable amount", that would have been reasonable in the 
circumstances if the non-resident person and the corporation had 
been dealing at arm's length, the reasonable amounts hall, for the 
purpose of computing the income ,of the corporation from the 
business, be deemed to have been the amount that was paid or is 
payable therefor. 
(5) Where property of a corporation has been appropriated in 
any manner whatsoever to or for the benefit of a shareholder for 
no consideration or for a consideration below the fair market 
value and if the sale thereof at the fair market value would have 
increased the income of the corporation for the fiscal year, then 
for the purpose of determining the i.ncome of the corporation for 
the fiscal year it shall be deemed to have sold the property during 
the fiscal year and to have received therefor the fair market value 
thereof. 
(6) Where property of a corporation has been appropriated in 
any manner whatsoever to or for the benefit of a shareholder on 
the winding up of the corporation and if the sale thereof at the fair 
market value immediately before the winding up would have 
increased the income of the corporation for the fiscal year, then 
for the purpose of determining the income of the corporation for 
the fiscal year it shall be deemed to have sold the property during 
the fiscal year and to have received therefor the fair market value 
thereof. 
(7) Where a corporation has disposed of depreciable property 
as defined for the purpose of section 32 under such circumstances 
that subsection 3 of section 32 is applicable to determine, for the 
purpose of clause a of subsection 2 of section 23, the capital cost of 
the property to the person by whom the property was acquired, 
subsections 2, 5 and 6 of this section are not applicable in respect 
to the disposition. R.S.O. 1960, c. 73, s. 27. 
29.-( 1) Where an amount in respect of a deductible outlay or 
expense that was owing by a corporation to a person with whom 
the corporation was not dealing at arm's length at the time the 
outlay or expense was incurred and at the end of the second fiscal 
year following the fiscal year in which the outlay or expense was 
incurred, is unpaid at the end of that second fiscal year, either, 
(a) the amount so unpaid shall be included in computing the 
income of the corporation for the third fiscal year 
following the fiscal year in which the outlay or expense 
was incurred; or 
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(b) where the corporation and that person have filed an 
agreement in prescribed form on or before the day on or 
before which the corporation is required by section 73 to 
file its return of income for the third succeeding fiscal 
year, for the purposes of this Act the following rules 
apply: 
1. The amount so unpaid shall be deemed to have 
been paid by the corporation and received by that 
person on the first day of the said third fiscal year. 
2. That person shall be deemed to have made a loan to 
the corporation on the first day of the said third 
fiscal year in an amount equal to the amount 
deemed by rule 1 to have been paid by the corpora-
tion. 
(2) Where an amount in respect of a deductible outlay or Idem 
expense that was owing by a corporation to a person with whom 
the corporation was not dealing at arm's length is unpaid at the 
time when the corporation is wound up, and the corporation is 
wound up before the end of the second fiscal year following the 
fiscal year in which the outlay or expense was incurred, the 
amount so unpaid shall be included in computing the income of 
the corporation for the fiscal year in which it is wound up. 1965, 
c. 22, s. 7. 
1059 
(3) Where an amount in respect of a deductible outlay or Unpaid . 
expense that was owing by a corporation to a person as salary' remuneration 
wages or other remuneration in respect of an office or employment 
is unpaid at the end of the first fiscal year following the fiscal year 
in which the outlay or expense was incurred, 
(a) the amount so unpaid shall be included in computing the 
corporation's income for the second fiscal year following 
the fiscal year in which the outlay or expense was 
incurred; or 
(b) where the corporation and that person have filed an 
agreement in prescribed form on or before the day on or 
before which the corporation is required by section 73 to 
file its return of income for the first fiscal year following 
the fiscal year in which the outlay or expense was 
incurred, for the purposes of this Act the following rules 
apply, 
(i) the amount sou npaid shall be deemed to have been 
paid by the corporation and received by that 
person on the first day of the said second fiscal year, 
and 
(ii) that person shall be deemed to have made a loan to 
the corporation on the first day of the said second 
fiscal year in an amount equal to the amount so 
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withheld therefrom by the corporation on account 
of that person's tax for the said second fiscal year. 
( 4) Where an amount in respect of a. deductible outlay or 
expense described in subsection 3 that was owing by a corporation 
is unpaid at the time when the corporation is wound up, and the 
corporation is wound up before the end of the first fiscal year 
following the fiscal year in which the outlay or expense was 
incurred, the amount so unpaid shall be included in computing 
the corporation's income for the fiscal year in which it is wound 
up. 
(5) Subsection 1 does not apply in any case where subsection 3 
applies and subsection 2 does not apply in any case where 
subsection 4 applies. 
(6) Where, in respect of an amount described in subsection l or 
3 that was owing by a corporation to a person, an agreement in 
prescribed form for the purposes of this section is filed after t he 
day on or before which the agreement is required to be filed for 
purposes of clause b of subsection 1 or clause b of subsection 3, as 
the case may be, both clauses a and b of subsection l or clauses a 
and b of subsection 3, as the case may be, apply in respect to the 
said amount, except that clause a of subsection 1 or clause a of 
subsection 3, as the case may be, shall be read and construed as 
requiring 25 per cent only of the said amount to be included in 
computing the corporation's income. 1970, c. 69, s. 7. 
30.-(l) Where a corporation resident in Canada has loaned 
money to a non-resident person and the loan has remained 
outstanding for one year or longer without interest at a reasonable 
rate having been included in computing the income of the lending 
corporation, interest thereon, computed at 5 per cent per annum 
for the fiscal year or part of the fiscal year during which the loan 
was outstanding, shall, for the purpose of computing the income 
of the lending corporation, be deemed to have been received by 
the lending corporation on the last day of each fiscal year during 
all or part of which the loan has been outstanding. 
(2) Subsection l does not apply if the loan was made to a 
subsidiary controlled corporation and it is established that the 
money that was loaned was used in the business of the subsidiary 
corporation for the purpose of gaining or producing in-
come. R.S.O. 1960, c. 73, s. 29. 
31. Where, by virtue of an assignment or other transfer of a 
bond, debenture or similar security, other than an income bond or 
income debenture, the transferee has become entitled to interest 
in respect of a period commencing before che time of transfer and 
ending after that time that is not payable until after the time of 
transfer, an amount equal to that proponion of the interest that 
the number of days in the portion of the period that preceded the 
day of transfer is of the number of days in the whole period, 
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(a) shall be included in computing the income of the 
t ransferor for the fiscal year in which the transfer was 
made; and 
(b) may be deducted in computing the income of the 
transferee for a fiscal year in the computation of which 
there has been included, 
(i) the full amount of the interest under section 17, or 
(ii) a portion of the interest under ·clause a. R.S.0. 
1960, c. 73, s. 30. 
32.-(1) Where depreciable property of a corporation of a 
prescribed class has, in a fiscal year, been disposed of and the 
proceeds of the disposition exceed the undepreciated capital cost 
to the corporation of depreciable property of that class immedi-
ately before the disposition, the lesser of, 
(a) the amount of the excess; or 
(b) the amount that the excess would be if the property had 
been disposed of for the capital cost thereof to the 
corporation, 
shall be included in computing the income of the corporation for 
the fiscal year. 
(2) Where one or more amounts are by subsection 1 required to 
be included in computing the income of a corporation for a fiscal 
year in respect of the disposition of depreciable property of a 
prescribed class and the corporation has, during the fiscal year 
but following the dispositions, acquired further depreciable prop-
erty of that class, notwithstanding subsection 1 and clause f of 
subsection 4, the following applies: 
l. If the aggregate of the amounts that would according to 
the terms of subsection 1 be included thereunder in 
computing the income of the corporation is equal to or 
exceeds the amount that would according to the terms of 
clause/ of subsection 4 be the undepreciated capital cost 
to the corporation of depreciable property of that class 
at the end of the fiscal year before any deduction is made 
under clause a of subsection 2 of section 23 for that fiscal 
year, 
(i) the amount to be included in computing the income 
of the corporation for the fiscal year under su bsec-
tion 1 in respect of dispositions of depreciable 
property of that class is that aggregate minus the 
amount that would be that undepreciated capital 
cost, and 
(ii) the undepreciated capital cost to the corporation of 
depreci!able property of that class at the end of the 
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2. If the aggregate of the amounts that would according to 
the terms of subsection 1 be included thereunder in 
computing the income of the corporation is less than the 
amount that would according to the terms of clause/ of 
subsection 4 be the undepreciated capital cost to the 
corporation of depreciable property of that class at the 
end of the fiscal year before any deduction is made under 
clause a of subsection 2 of section 23 for that fiscal year, 
(i) no amounts shall be included in computing the 
income of the corporation for the fiscal year in 
respect of depreciable property of that class under 
subsection 1, and 
(ii) the undepreciated capital cost to the corporation of 
depreciable property of that class at t he end of the 
fiscal year before any deduction is made under 
clause a of subsection 2 of section 23 for the fiscal 
year is the amount that it would be according to the 
terms of clause f of subsection 4 minus that aggre-
gate. 
(3) Where depreciable property did, at any time after the 
commencement of a fiscal year endmng in 1949, belong to a person, 
hereinafter in this subsection referred to as the "original owner", 
and has by one or more transactions between persons not dealing 
at arm's length become vested in a corporation, the following, 
notwithstanding section 28, appl ies for the purposes of this 
section and the regulations made pursuant to clause a of subsec-
tion 2 of section 23: 
1. The capital cost of the property to the corporation shall 
be deemed to be the amount that was the capital cost of 
the property to the original owner. 
2. Where the capital cost of the property to the original 
owner exceeds the actual capital cost of the property to 
the corporation, the excess shall be deemed to have been 
allowed to the corporation in respect of the property 
under the regulations made pursuant to clause a of 
subsection 2 of section 23 in computing income for fiscal 
years before the acquisition thereof by the corpora-
tion. R.S.O. 1960, c. 73, s. 31 (1-3). 
(4) In this section and in the regulations made pursuant to 
clause a of subsection 2 of section 23, 
(a) "conversion", in respect of a vessel, means a conversion 
or major alteration in Canada by a ~orporation in 
accordance with plans approved in writing by the 
Minister of Industry of Canada. for the purposes of the 
Income Tax Act (Canada) and by the Minister, and 
"conversion cost" means the cost of conversion as 
determined by the Minister; 
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(b) "depreciable property" of a corporation as of any time 
in a fiscal year means property in respect of which the 
corporation has been allowed or is entitled to a deduc-
tion under the regulations made pursuant to clause a of 
subsection 2 of section 23 in computing income for that 
or a previous fiscal year; 
(c) "disposition of property" includes any transaction or 
event entitling a corporation to proceeds of disposition 
of property; 
(d) "proceeds of disposition" of property includes, 
(i) the sale price of property that has been 5old, 
(ii) compensation for property damaged, destroyed, 
taken or injuriously affected, either lawfully or 
unlawfully, or under statutory authority or other-
wise, 
(iii) an amount payable under a policy of insurance in 
respect of loss or destruction of property, 
(iv) an amount payable under a policy of insurance in 
respect of damage to property except to the extent 
that the amount has within a reasonable time after 
the damage been expended on repairing the dam-
age, and 
(v) an amount by which the liability of a corporation to 
a mortgagee is reduced as a result of foreclosure of 
its interest in property that is mortgaged or as a 
result of the sale of that property under a provision 
of the mortgage, plus any amount received by the 
corporation out of the proceeds of such sale; 
(e) " total depreciation" allowed to a corporation before any 
time for property of a prescribed class means the 
aggregate oi all amounts allowed to the corporation in 
respect of proper ty of that class under the regulations 
made pursuant to clause a of subsection 2of section 23 in 
computing income for the fiscal years before that time; 
(f) "undepreciated capital cost" to a corporation of depre-
ciable property of a prescribed class as of any time 
means the capital cost to the corporation of depreciable 
property of that class acquired before that time minus 
the aggregate of, 
(i) the total depreciation allowed to the corporation 
for property of that class before that time, 
(ii) for each disposition before that time of property of 
the corporation of that class, the least of, 
(A) the proceeds of disposition thereof, 
(B) the capital cost to the corporation thereof, or 
(C) the undepreciated capital cost to the corpora-
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before the disposition, and 
(iii) each amount by which the undepreciated capital 
cost to the corporation of depreciable property of 
that class as of the end of a previous fiscal year was 
reduced by virtue of subsection 2; 
(g) "vessel" means a vessel as defined in the Canada 
Shipping Act (Canada). R.S.O. 1960, c. 73, s. 31 (4); 
1967, c. 15, s. 3; 1968, c. 20, s. 14 (l). 
(5) Where an amount payable under a policy of insurance in 
respect of loss or destruction of property of a prescribed class 
would otherwise be included in computing the income of a 
corporation for a fiscal year, hereinafter in this subsection 
referred to as "the initial fiscal year", by virtue of this section, 
(a) it shall, to the extent that it has been expended by the 
corporation, 
(i) in the fiscal year immediately following the initial 
fiscal year on acquiring property of the same class, 
(ii) in the fiscal year immediately following the initial 
fiscal year on acquiring, if the property destroyed 
was a building, a building of a prescribed class, or 
(iii) within the time certified by the Minister to be a 
reasonable time following the initial fiscal year, on 
acquiring, if the property destroyed was a vessel, a 
vessel of a prescribed class, 
not be included in computing the income of the corpora-
tion for the initial fiscal year; and 
(b) it shall, to the extent that it has not been included in 
computing the income of the corporation for the initial 
fiscal year, be deemed to be proceeds of a disposition 
made, 
(i) in the case of a vessel, in the fiscal year in which it is 
in whole or in part expended in accordance with 
clause a, but only to the extent that it is so 
expended in that year and only if such year is 
within the time certified by the Minister under 
su bclause iii of clause a, and 
(ii) in the case of any other property in the fiscal year 
immediately following the initial year, 
of depreciable property of the corporation of the same 
class as the property so acquired. R.S.O. 1960, c. 73, 
s. 31 (5); 1968, c. 20, s. 14 (2). 
(6) Where depreciable property of a corporation that was 
included in a prescribed class, hereinafter in this subsection 
referred to as the "former class" , has been transferred to another 
prescribed class, hereinafter in this subsection referred to as the 
"other class" for the purpose of clause! of subsection 4, 
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(a) there shall be added to the capital cost to the corpora-
tion of depreciable property of the former class acquired 
before the transfer the greater of, 
(i) the amount, if any, by which the capital cost to the 
corporation of the transferred property exceeds the 
undepreciated capital cost to it of depreciable 
property of the former class immediately before the 
transfer, or 
(ii) the aggregate of all amounts that would have been 
allowed to the corporation in respect of the trans-
ferred property, if it had been a prescribed class, at 
the rate that was allowed to it in respect of property 
of the former class under regulations made under 
clause a of subsection 2 of section 23 in computing 
income for fiscal years before the transfer; and 
(b) there shall be added to the total depreciation allowed to 
the corporation for property of the other class the 
greater of the amounts determined under subclauses i 
and ii of clause a. 1960-61, c. 14, s. 3, part. 
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(7) Where, in calculating the amount of a deduction allowed to ~ti..-.. 
a corporation under regulations made under clause a of subsection ~1,::;~:~ 
2 of section 23 in respect of depreciable property of the corpora-
tion of a prescribed class, there has been added to the capital cost 
to it of depreciable property of that class the capital cost of 
depreciable property, hereinafter in this subsection referred to as 
"added property", of another prescribed class, for the purpose of 
this section and the regulations made under clause a of subsection 
2 of section 23, the added property shall, if the Minister so directs 
with reference to any fiscal year for which the Minister may make 
any reassessment or additional assessment or assess tax, interest 
or penal ties under Part Vas the circumstances require, be deemed 
to have been property of the firs t-mentioned class and not of the 
other class at all times before the commencement of that fiscal 
year and, except to the extent that that property or any part 
thereof has been disposed of by the corporation before the 
commencement of that fiscal year, to have been transferred from 
the first-mentioned class to the other class at the eommencement 
ofthatfiscalyear. 1960-61,c. 14,s. 3,part; 1968,c.20,s.14(3) . 
(8) For the purpose of this section and the regulations made Qcprecin· 
pursuant to clause a of subsection 2 of section 23, the following 1'0 " 
applies: 
1. Where a corporation, having acquired property for the 
purpose of gaining or producing income t herefrom or for 
the purpose of gaining or producing income from a 
business, has commenced at a later time to use it for 
some other purpose, the corporation shall be deemed to 
have disposed of it at that later time at its fair market 
value at that time. 
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2. Where a corporation, having acquired property for some 
other purpose, has commenced at a later time to use it 
ior the purpose of gaining or producing income there-
from or for the purpose of gaining or producing income 
from a business, the corporation shall be deemed to have 
acquired it at that later time at its fair market value at 
that time. 
3. Where a corporation has acquired property by gift, 
bequest or inheritance, the capital cost to the corpora-
tion shall be deemed to have been the fair market value 
thereof at the time the corporation so acquired it. 
4. Where a corporation has given prope:rty away, the 
corporation shall be deemed to have disposed of it at the 
time of the gift at its fair market value at that time. 
5. Where a property has, since it was acquired by a 
corporation, been regularly used in part for the purpose 
of gaining or producing income therefrom or for the 
purpose of gaining or producing income from a business 
and in part for some other purpose, the corporation shall 
be deemed to have acquired for the purpose of gaining or 
producing income the proportion of the property that 
the use regularly made of the property for gaining or 
producing income is of the whole use regularly made of 
the property at a capital cost to the corporation equal to 
the same proportion of the capital cost to the corpora-
tion of the whole property, and, if the property has in 
such a case been disposed of, the proceeds of disposition 
of the proportion of the property deemed to have been 
acquired for gaining or producing income shall be 
deemed to be the same proportion of the proceeds of 
disposition of the whole property. 
6. Where at any time after a corporation has acquired 
property there has been a change in the relation bet ween 
the use regularly made by the corporation of the 
property for gaining or producing income and the use 
regularly made of the property for other purposes, 
(i) if the use regularly made by the corporation of the 
property for the purpose of gaining or producing 
income has increased, the corporation shall be 
deemed to have acquired at that time depreciable 
property of that class at a capital cost equal to the 
proportion of the fair market value -0f the property 
as of that time that the amount of the increase in 
the use regularly made by the corporation of the 
property for that purpose is of the whole use 
regularly made of the property, and 
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(ii) if the use regularly made of the p·roperty for the 
purpose of gaining or producing income has de-
creased, the corporation shall be deemed to have 
disposed at that time of depreciable property of 
that clas.s and the proceeds of disposition shall be 
deemed to be an amount equal to the proportion of 
the fair market value of the property as of that time 
that the amount of the decrease in the use regularly 
made by the corporation of the property for that 
purpose is of the whole use regularly made of the 
property. 
7. Where an amount can reasonably be regarded as being 
in part the consideration for disposition of depreciable 
property of a corporation of a prescribed class and as 
being in part consideration for something else, the part 
of the amount that can reasonably be regarded as being 
the consideration for such disposition shall be deemed to 
be the proceeds of disposition of depreciable property of 
that class irrespective of the form or legal effect of the 
contract or agreement, and the person to whom the 
depreciable property was disposed of shall be deemed to 
have acquired the property at a capital c-0st to him equal 
to the same part of that amount. 
8. Where a corporation has received or is entitled to receive 
a grant, subsidy or other assistance from a government, 
municipality or other public authority in respect of or 
for the acquisition of property, the capital cost of the 
property shall be deemed to be the capital cost thereof to 
the corporation minus the amount of the grant, subsidy 
or other assistance. 
9. Where depreciable property of a corporation has, in a 
fiscal year, been disposed of to a person with whom the 
corporation was dealing at arm's lengt.h, and the pro-
ceeds of disposition include an agreement for sale of or 
mortgage or hypothec on land that the corporation has, 
in the fiscal year, sold to a person with whom it was 
dealing at arm's length, in consideration for an amount 
less than the principal amount of the agreement for sale, 
mortgage or hypothec, there shall be deducted in com-
puting the proceeds of disposition the amount, if any, by 
which the principal amount of the agreement for sale, 
mortgage or hypothec outstanding at the time of the 
sale exceeds the consideration paid by the purchaser to 
the corporation for the agreement for sale, mortgage or 
hypothec. 
10. Where a corporation has disposed of an interest in a 
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eration for the disposition of the interest of the corpora-
tion in the partnership that can reasonably be regarded 
as being in relation to the interest o( the corporation in 
the depreciable property of a class that was used in the 
business of the partnership shall be deemed to be 
proceeds of disposition of depreciable property of that 
class, and the person who acquired the interest of the 
corporation in the partnership shall be deemd to have 
acquired an interest in property at a capital cost equal to 
that amount. R.S.O. 1960, c. 73, s. 31 (6); 1965, c. 22, 
s. 8. 
(9) In paragraphs 1, 2, 5 and 6 of subsection 8, in the case of a 
non-resident corporation, "business" means a business wholly 
carr ied on in Canada or such part of a business as is wholly carried 
on in Canada. 
(10) Subsection 1 does not apply in determining the income of 
a corporation of a fiscal year from farming or fishing unless the 
corporation has elected to take a deduction for that or a previous 
fiscal year under the regulations made pursuant to clause a of 
subsection 2 of section 23 other than a regulation providing solely 
for an allowance for computing income from farming or fish-
mg. R.S.O. 1960, c. 73, s. 31 (7, 8). 
(11) Paragraph 8 of subsection 8 does not apply in respect of a 
grant authorized to be paid under an Appropriation Act (Cana-
da), the Industrial Research and De11elopment Incentives Act 
(Canada) and the Area Development Incentives Act (Canada) and 
approved by the Minister. 1968-69, c. 19, s. 7. 
( 12) Where, in computing the income of a corporation for a 
fiscal year, an amount has been deducted under clause za of 
subsection 1 of section 23 or the taxpayer has elected under 
subsection 17 of section 23 to make a deduction in respect of an 
amount that would otherwise have been deductible under that 
clause, the amount shall, if it was a payment on account of the 
capital cost of depreciable property, be deemed to have been 
allowed to the corporation in respect of the property under 
regulations made under clause a of subsection 2 of section 23 in 
computing the income of the corporation, 
(a) for the fiscal year; or 
(b) for the fiscal year in which the property was acquired, 
whichever is the later. 1966, c. 30, s. 5, part. 
(13) Notwithstanding subsection 10, where a deduction has 
been made under the Canadian Vessel Construction Assistance Act 
(Canada) for any year , subsection I is applicable in respect of the 
prescribed class created by that Act or any other prescribed class 
to which the vessel may have been transferred. 
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(14) For the purpose of this section and regulations made Conversion 
under clause a of subsection 2 of section 23, a vessel in respect of ~:~Ir 
which any conversion cost is incurred after the coming into force deemeiied 
of this subsection shall, to the extent of the conversion cost, be ~r:;:r• 
deemed to be included in a separate prescribed class. 1968, c. 20, 
s. 14 (5), part. 
(15) Where a vessel owned by a corporation on the 1st day of Subs. 1 not 
January, 1966, or constructed pursuant to a construdion con- f~~!~%Y~e 
tract entered into by the taxpayer prior to 1966 and notcomplet- ca.-es 
ed by that date is disposed of by the corporation before 1974, 
(a) subsection I does not apply to the proceeds of dis-
position, 
(i) if an amount at least equal to the proceeds of 
disposition is used by the corporation beiore 1974 
and during the fiscal year of the corporation in 
which the vessel is disposed of or within four 
months from the end of that fiscal year, under 
conditions satisfactory to the Minister, either for 
replacement or to incur any conversion cost with 
respect to a vessel. owned by the corporation, or 
(ii) if the Minister certifies that the corporation has, on 
satisfactory terms, deposited, 
(A) on or before the day on which it is required to 
file a return of its income for the fiscal year in 
which the vessel was disposed of, or 
1 
(B) on or before such day subsequent to the day 
referred to in subclause A, as the Minister may 
specify in respect of the corporation, 
an amount at least equal to the tax that would, but 
for this subsection, be payable by the corporation 
under this Act in respect of the proceeds of disposi-
tion, or satisfactory security therefor, as a guaran-
tee that the proceeds of disposition will be used 
before 1974 for replacement; and 
(b) the corporation may within the time prescribed for the 
filing of a return under this Act for the fiscal year in 
which the vessel was disposed of, elect to have the vessel 
constituted a prescribed class, or, if any conversion cost 
in respect of the vessel has been included in a separate 
prescribed class, have it transferred to that class, and, if 
it so elects, the vessel shall be deemed to have been so 
transferred immediately before the disposition thereof 
but this clause does not apply unless the proceeds of 
disposition of the vessel exceed the amount that would 
be the u ndepreciated capital cost of property of the class 
to which it would be so transferred. 1968, c. 20, s. 14 
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( 16) Where a vessel owned by a.corporation is disposed of by it, 
it may, if subsection 15 does not apply to the proceeds of 
disposition or if the corporation does not make an election under 
clause b of subsection 15 within the prescribed time for the filing of 
a return under this Act for the fiscal year in which the vessel is 
disposed of, elect to have the proceeds that would be included in 
its income under subsection 1 treated as proceeds of disposition of 
property of another prescribed class that includes a vessel owned 
by it. 
{17) Where a separate prescribed class has been constituted 
either under this Act or the Canadian Vessel Construction Assist-
ance Act (Canada) by virtue of the conversion of a vessel owned 
by a corporation and the vessel is disposed of by it, if no election is 
made under clause b of subsection 15, the separate prescribed class 
cons ti tu ted by virtue of the conversion shall be deemed to have 
been transferred to the class in which the vessel was included 
immediately before the disposition thereof. 
(18) Notwithstanding any other provision of this Act, where a 
corporation, 
(a) expended an amount a.s described in subclause iii of 
clause a of subsection 5; or 
(b) made an election under clause b of subsection 15 with 
respect to a vessel and the proceeds of disposition of the 
vessel have been used before 197 4 for replacement under 
conditions satisfactory to the Minister, 
such reassessments of returns of income shall be made as are 
necessary to give effect to subsections 5 and 15. 1968, c. 20, s. 14 
(5), part. 
(19) All or any part of a deposit made under subclause ii of 
clause a of subsection 15 may be paid out to or on behalf of any 
corporation which, under conditions satisfactory to the Minister 
and as a replacement for the vessel disposed of, acquires a vessel 
before 1974, 
(a) that was constructed in Canada and is registered in 
Canada or is registered under conditions satisfactory to 
the Minister in any country or territory to which the 
British Commonwealth Merchant Shipping Agreement 
(signed at London on the 10th day of December, 1931) 
applies; and 
(b) in respect of the capital cost of which no allowance has 
been made to any other corporation under this Act or 
the Canadian Vessel Construction Assistance Act (Cana-
da) or the Income Tax Act (Canada), 
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or incurs any conversion cost with respect to a vessel owned by the 
corporation that is registered in Canada or is registered under 
conditions satisfactory to the Minister in any country or territory 
to which the said British Commonwealth Merchant Shipping 
Agreement applies, but the ratio of the amount paid out to the 
amount of the deposit shall not exceed the ratio of the capital cost 
to it of the vessel or the conversion cost to it of the vessel, as the 
case may be, to the proceeds of disposition of the vessel disposed! 
of; and any deposit or part of a deposit not so paid out before 1974 
or not paid out pursuant to subsection 20 shall be paid to the 
Treasurer of Ontario. 
(20) Notwithstanding any other provision of this section, Idem 
where a deposit was made by a. corporation under subclause ii of 
clause a of subsection 15 and the proceeds of disposition in respect 
of which the deposit was made are not used by any corporation 
before 1974 under conditions satisfactory to the Minister as a 
replacement for the vessel disposed of, 
(a) to acquire a vessel described in clauses a and b of 
subsection 19; or 
(b) to incur any conversion cost with respect to a vessel 
owned by that corporation that is registered in Canada 
or is registered under conditions satisfactory to the 
Minister in any country or territory to which the British 
Commonwealth Merchant Shipping Agreement applies, 
the Minister may refund to the corporation the deposit, or the 
part thereof not paid out to the corporation under subsection 19, 
as the case may be, in which case there shall be added, in 
computing the income of the corporation for the fiscal year of the 
corporation in which the vessel was disposed of, that proportion of 
the amount that would have been included in computing its 
income by virtue of subsection I had the deposit not been made 
under subclause ii of clause a of subsection 15, that the portion of 
the proceeds of disposition not so used before 1974 as such a 
replacement is of the proceeds of disposition; and notwithstand-
ing any other provision of this Act such reassessments of tax, 
interest or penalties shall be made as are necessary to give effect to 
this subsection. 1970, c. 69, s. 8 (3). 
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33.-( 1) Where a corporation has at any time before the end ~ransfer or 
of a fiscal year, whether before or after the commencement of this r~~~~!° 
Act, transferred or assigned to a person with whom the corpora-
tion was not dealing at arm's length the right to an amount that 
would, if the right thereto had not been so transferred or assigned, 
be included in computing the income of the corporation for the 
fiscal year because the amount would have been received or 
receivable by the corporation in or in respect of the fiscal year, the 
amount shall be included in computing the income of the 
1072 
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corporation for the fiscal year unless the income is from property 
and the corporation has also transferred or assigned the proper-
ty. R.S.O. 1960, c. 73, s. 35. 
(2) Where a person has at any time before the end of a fiscal 
year, whether before or after the commencement of this Act, 
transferred or assigned to a corporation with whom the person 
was not dealing at arm's length the right to an amount that 
would, if the right thereto had not been so transferred or assigned, 
be included in computing the income of the person for the fiscal 
year because the amount would have been received or receivable 
by the person in or in respect of the fiscal year, the amount shall be 
included in computing the income of the person for t he fiscal year 
unless the income is from property and the person has also 
transferred or assigned the property. 1968-69, c. 19, s. 8. 
34.-(1) Where a corporation has received security or other 
right or a certificate of indebtedness or other evi.dence of indebt-
edness wholly or partially as or in lieu of payment of or in 
satisfaction of an interest, dividend or other debt that was then 
payable and the amount of which would be included in computing 
the income of the corporation if it had been paid, the value of the 
security, right or indebtedness or the applicable portion thereof 
shall, notwithstanding the form or legal effect of the transaction, 
be included in computing the income of the corporation for the 
fiscal year in which it was received, and a payment in redemption 
of a security, satisfaction of the right or discharge of the 
indebtedness shall not be included in computing the income of the 
recipient. 
(2) Where a security or other r i.ght or a certificate of in(lebted-
ness or other evidence of indebtedness has been received by a 
corporation wholly or partially as or in lieu of payment of or in 
satisfaction of a debt before the debt was payable, but was not 
itself payable or redeemable before the day on which the debt was 
payable, it shall for the purpose of subsection 1 be deemed to have 
been received when the debt became payable by the person 
holding it at the t ime. 
(3) This section is enacted for greater certainty and shall not 
be construed as limiting the generality of the other provisions of 
this Part by which amounts are required to be included in 
computing income. R .S.O. 1960, c. 73, s. 36. 
3$ . Where a corporation acquires a bond of a certain debtor 
and, in exchange, disposes of another bond of the same debtor, 
and 
(a) the terms on which the bond disposed of conferred the 
right on the corporation to make the exchange; and 
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(b) the amount payable to the corporation on the maturity 
of the bond acquired is the same as the amount that 
would have been payable to the corporation on the 
maturity of the bond disposed of if that bond had been 
held by the corporation to maturity, 
the purchase price of the bond so acquired and the sale price of the 
bond so disposed of shall be deemed to be, 
(c) the amount at which the bond disposed of was valued in 
the inventory of property of the corporation at the end 
of the last fiscal year of the corporation preceding its 
disposal; or 
(d) if it was not so valued, the purchase price paid by the 
corporation for the bond disposed of. 1961-62, c. 23, 
s. 11. 
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36. Where the property described in the inventory of a lncorr\!Ct 
business at the commencement of a fiscal year has, according to j~,~~~~~~~ or 
the method adopted by the corporation for computing income 
from the business for that fiscal year, not been valued as required 
by subsection 1 of section 26, the property described therein at the 
commencement of that fiscal year shall, if the Minister so directs, 
be deemed to have been valued as required by subsection 1 of 
section 26, and, in any such case, the income of the corporation for 
that fiscal year shall be correspondingly increased. 1961-62, 
c. 23,s. 13; 1968,c.20,s. 16. 
DIVISION C - COMPUTATION OF TAXABLE INCOME 
3 7.-(1) For the purpose of computing the taxable income of Computation 
a corporation for a fiscal year, there may be deducted from the ~ct,;'~!ble 
income for the fiscal year such of the following amounts as apply: 
1. The aggregate of gifts made by the corporation in the charit.:'ble 
fiscal year (and in the immediately preceding fiscal year, donations 
to the extent of the amount thereof that was not 
deductible under this Part in computing the taxable 
income of the corporation for that immediately preced-
ing fiscal year) to, 
(i) registered Canadian charitable organizations, 




empt from tax under Part I of the Income Tax Act c . . I4s· 1 ' 
(Canada) by paragraphga of subsection 1 of section 
62 thereof, 
(iii) Her Majesty in right of any province of Canada 
other than Ontario and any Canadian municipal-
ity, 
(iv) the United Nations or agencies thereof, 
(v) universities outside Canada prescribed to be uni-
versities, the student body of which ordinarily 








subs. I , 
par. 3 
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(vi) charitable organizations outside Canada to which 
Her Majesty in right of Canada h.as made a gift 
during the fiscal year of the corporation or the 12 
months immediately preceding that fiscal year 1 not 
exceeding 10 per cent of the income of the corpora-
tion for the fiscal year, if payment of the amounts 
given is proven by filing receipts or photostatic 
reproductions thereof with the Minister that, in the 
case of donations to registered Canadian charitable 
organizations, contain prescribed information. 
2. The aggregate of gifts made by t he corporation in the 
fiscal year and in the immediately preceding fiscal year, 
to the extent of the amount thereof that was not 
deductible under this Act in computing t he taxable 
income of the corporation for that immediately preced-
ing fiscal year to Her Majesty in right of Canada and of 
Ontario, not exceeding the amount remaining, if a ny, 
when the amount deductible for the fiscal year under 
paragraph 1 is deducted from the income of the corpora-
tion for the fiscal year, if payment of the amounts given 
is proven by filing receipts or photostatic reproductions 
thereof with the Minister .. 
3. Business losses sustained in the rive fiscal years immedi-
ately preceding and the fiscal year immediately follow-
ing the taxation year, but, 
(i) an amount in respect of a loss is only deductible to 
the extent that it exceeds the aggregate of amounts 
previously deductible in respect of that loss under 
this Act, 
(ii) no amount is deductible in respect of the loss of any 
fiscal year until the deductible losses of previous 
fiscal years have been deducted, and 
(iii) no amount is deductible in respect of losses from the 
income of any fiscal year except to the extent of the 
lesser of, 
(A) the income of the corporation for the fiscal 
year from the business in which the loss was 
sustained and its income for the fiscal year 
from any other business, or 
(B) the income of t he corporation for the fiscal 
year minus all deductions permitted by the 
provisions of this Division other than this 
clause. R.S.O. 1960, c. 73, s. 39 (I ); 1967, 
c. 15, s. 4 (I); 1968, c. 20, s. 17 (1, 2). 
(2) Paragraph 3 of subsection I does not apply to permit a 
corporation to deduct, for the purpose of computing its taxable 
income for a fiscal year, a business loss sustained by it in a 
preceding fiscal year, in any case where, 
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(a) between the end of that preceding fiscal year and the 
end of the taxation year, 
(i) more than 50 per cent of the shares in the capital 
stock of the corporation have been acquired, before 
the 14th day of June, 1963, by a person or persons 
who did not, at the end of that preceding fiscal year, 
own any of the shares in the capital stock of the 
corporation, or 
(ii) control of the corporation has been acquired after 
the 13th day of J une, 1963, by a person or persons 
who did not, at the end of that preceding fiscal year, 
control the corporation; and 
(b) the corporation was not, during the taxation year, 
carrying on the business in which t he loss was sus-
tained. R.S.O. 1960, c. 73, s. 39 (2); 1964, c. 11, s. 7 (1). 
(3) Paragraph 3 of subsection 1 does not apply to permit a Idem 
corporation to deduct, for the purpose of computing its taxable 
income for a fiscal year, a business loss sustained by it in a 
preceding fiscal year from the carrying on of a business if, during 
that preceding fiscal year, 
(a) the business of the corporation in which the loss was 
sustained was wound up or discontinued; and 
(b) control of the corporation was acquired, 
(i) after the winding-up or discontinuation of the 
business, and 
(ii) after the 13th da.y of June, 1963, 
by a person or persons who did not control the corporation at any 
time during the preceding fiscal year when the business was being 
carried on. 1964, c. 11, s. 7 (2). 
(4) Paragraph 3 of subsection 1 does not apply to permit :a Idem 
corporation to deduct, for the purpose of computing its taxable 
income for a fiscal year, such part of a lqss from farming sustained 
by it in another fiscal year as was not by virtue of section 25, 
deductible in computing its income for that other fiscal year, 
except to the extent of its income, if any, for the fiscal year from 
farming. 1970, c. 69, s. 9. 
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(5) Paragraphs 1 and 2 of subsection 1 do not apply to permit a Afiplic!ltion 
corporation to deduct, for the purpose of computing its taxable ~u~\',0" 39• 
income for a fiscal year, any amount in respect of gift> made by pars. t , 2 
the corporation in the fiscal year, until the amount deductible 
under those paragraphs in respect of gifts made by the corpora-
tion in the immediately preceding fiscal year has been 
deducted. 1968-69,c. 19,s.9. Registered 
Canadian 
(6) In respect of a year after 1966, "registered Canadian chari~ble 
organiza· 
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(a) a charitable organization in Canada exempt from tax 
under Part I of the Income Tax Act (Canada) by 
paragraph e of subsection 1 of section 62 thereof or a 
corporation or trust resident in Canada exempt from tax 
under that Part by paragraph for g of that subsection; 
or 
(b) a branch, section, parish, congregation or other division 
of an organization described in clause a that receives 
donations on its own behalf, 
that has been registered by the Minister for the purposes of this 
section in respect of the year a:nd whose registration has not been 
revoked for such year. 1967, c. 15, s. 4 (2), part; 1968, c. 20, s. 17 
(3). 
(7) The Minister shall be deemed to have registered as a 
Canadian charitable organization in respect of the· year under this 
section every charitable organization, corporation or trust that is 
registered by the Minister of National Revenue for Canada as a 
Canadian charitable organization in respect of the same year 
under subsection 3b of section 27 of the Income Tax Act 
(Canada). 1967, c. 15, s. 4 (2), part; 1968, c. 20, s. 17 (4). 
(8) The Minister shall be deemed to have revoked the registra-
tion of a charitable organization, corporation or trust as a 
registered Canadian charitable organization when the Minister of 
National Revenue for Canada revokes it under subsection 3c of 
section 27 of the Income Tax Act (Canada). 1967, c. 15, s. 4 (2), 
part; 1968, c. 20, s. 17 (5). 
38.-(1) Where a corporation in a fiscal year received a 
dividend or is deemed by section 55 to have received a dividend 
from a corporation that, 
(a) was resident in Canada in the fiscal year and was not by 
virtue of a statutory provision exempt from tax under 
Part I of the Income Tax A ct (Canada) for the fiscal 
year; 
(b) was a corporation non-resident of Canada more than 25 
per cent of the issued share capital of which, having full 
voting rights under all circumstances, belong to the 
corporation receiving the dividend; or 
(c) was a foreign business corporation more than 25 per cent 
of the issued share capital of which, having full voting 
rights under all circumstances, belong t o the corpora-
tion receiving the dividend, 
an amount equal to the dividend minus any amount deducted 
under subsection 3 of section 23 in computing the income of the 
corporation receiving t he dividend may be deducted from the 
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income of that corporation for the fiscal year for the purpose of 




s . 40 (1); 
1966, c. 30, s. 6. 
(2) '~'here a corporation in a fiscal year received a dividend Idem 
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of section 2 of the Income Tax Act (Canada) for that year , the c .. 14s· 
1 52
' 
corporation shall deduct from its income for the same fiscal year 
the same amount in respect of such dividend as the corporation 
was allowed to deduct under subsection 10 of section 28 of the 
income Tax Act (Canada). 1962-63, c. 26, s . 5. 
(3) Where a corporation has, in computing its taxable income Losses.not 
f f. 1 d d d d h" · · deductible or a !Sea year, e ucte anamountun ert 1ssect10nmrespectrortrading 
of a dividend, no loss arising from transactions with reference to stock 
the share in respect of which the dividend was received shall be 
allowed to reduce the income of the corporation for that or a 
subsequent fiscal year unless it is established by the corporation 
that, 
(a) the corporation owned the share 365 days or longer 
before the loss was sustained; and 
(b) the corporation did not, at the time the dividend was 
received, own more than 5 per cent of any class of the 
issued share capital of the corporation from which the 
d ividend was received. R.S.O. 1960, c. 73, s . 40 (2). 
DIVISION 0-EXCEPTION AL CASES AND SPECIAL RULES 
Pe-rsonal Corporations 
3 9.-(1) No tax is payable under section 5 by a corporation Personal_ 
f f . 1 d · h · h · I corporations or a 1sca year unng w 1c 1t was a persona corpora- exempt 
tion. R.S.O. 1960, c. 73, s. 42 (I ); 1968-69, c. 18, s. 4. 
(2) In this Act, "personal corporation" means a corporation In~rpre­
that, during the whole of the fiscal year in respect of which the tation 
expression is being applied, 
(a) was controlled, whether through holding of the majority 
of the shares of the corporation or in any other manner 
whatsoever, by an individual resident in Canada, by 
such individual and one or more members of his family 
who were resident in Canada or by any other person on 
his or their behalf; 
(b) derived at least one-quarter of its income from, 
(i) ownership of or trading or dealing in bonds, shares, 
· debentures, mortgages, hypothecs, bills, notes or 
other similar property or interest t.herein, 
(ii) lending money with or without securities, 
(iii) rents, hire of chattels, charterparty fees or remu-
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(iv) estates or trusts; and 
(c) did not carry on an active financial, commercial or 
industrial business. R.S.O. 1960, c. 73, s. 42 (2); 
1968-69, c. 19, s. 11. 
(3) For the purpose of clause a of subsection 2, the members of 
the family of an individual are his spouse, sons and-daughters, 
whether or not they live together. R.S.O. 1960, c. 73, s. 42 (3). 
(4) For the purpose of clause c of subsection 2, a corporation 
shall be deemed to have carr ied on an active financial, commercial 
or industrial business during a fiscal year unless the corporation 
having earned taxable income during such fiscal year was exempt-
ed from tax under Part I of the fnc()me Tax Act (Canada) for that 
fiscal year because it was deemed to be a personal corporation as 
defined by subsection 1 of section 68 of the Income Tax Act 
(Canada) for the same fiscal year. 1961-62, c. 23, s. 15. 
(5) The income of a personal corporation whether actually 
distributed or not shall be deemed to have been distributed to and 
received by the shareholders as a dividend on the last day of each 
fiscal year of the corporation. 
(6) The part of the income of a personal corporation that shall 
be deemed under this section to have been distributed to and 
received by a shareholder of the corporation shall be the propor-
tion thereof that the value of all property transferred or loaned to 
the corporation by the shareholder or any person by whom his 
share was previously owned is of the value of the property so 
acquired by the corporation from all its shareholders. 
(7) The value of property transferred or loaned to a personal 
corporation shall be deemed for the purpose of this section to be 
its value at the time the property was transferred or loaned to the 
corporation. 
(8) For the purpose of this section, where the property of a 
personal corporation is transferred to or otherwise acquired by 
another personal corporation, the shareholders of the first corpo-
ration shall be deemed to have transferred to the second corpora-
tion the property that they or persons who previously owned their 
share transferred to the first corporation. 
(9) Where ad ividend has in a fiscal year actually been paid by 
a corporation that was at the time of payment and always had 
been a personal corporation, the portion thereof to which a 
shareholder is entitled and which is received by the shareholder 
shall not be included in computing the income of tlhat shareholder 
for the fiscal year in which it was received. R.S.O. 1960, c. 73, 
s. 42 (4-8). 
(10) Where a dividend has in a fiscal year been paid by a 
personal corporation that was in some previous fiscal year not a 
personal corporation, the following applies: 
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1. The dividend shall not be included in computing the 
incomes of the shareholders by whom it was received for 
the fiscal year in which it was received if the dividend 
does not exceed the remainder obtained when, 
(i) the aggregate of dividends paid by the corporation 
previous to that time and not included by virtue of 
this section in computing the incomes of the share-
holders by whom they were received, 
is subtracted from, 
(ii) the aggregate of the amounts deemed under this 
section to have been dist ributed while it was a 
personal corporation. 
2. In a case where the dividend exceeds the remainder 
referred to in paragraph 1, the dividends shall only be 
included in computing the incomes of the shareholders 
by whom it was received for the fiscal year in which it 
was received to the extent that the excess does not 
exceed the undistributed income on hand earned by the 
corporation since the 1st day of January, 1917, in fiscal 
years when the corporation was not a personal corpora-
tion. 
3. Where the a.mount to be included in computing the 
incomes of shareholders by virtue of paragraph 2 is less 
than the dividend, the portion thereof that shall be so 
included in computing the income of a particular share-
holder for the fiscal year is the portion t hereof that his 
portion of the dividend is of the whole divi-
dend. R.S.O. 1960, c. 73, s. 42 (9); 1965, c. 22, s. 10. 
(11) Where a dividend has in a fiscal year been paid by a Idem 
corporation when it was not a personal corporation but had 
previously been one, it shall be included in computing the incomes 
of the shareholders by whom it was received for the fiscal year in 
which it was received only to the extent that the dividend exceeds 
the remainder obtained when, 
(a) the aggregate of dividends paid by the corporation 
previous to that time and not included by virtue of this 
section in computing the incomes of shareholders by 
whom they were received, 
is subtracted from, 
(b) the aggregate of the amounts deemed under this section 
to have been distributed by it to its shareholders while i.t 
was a personal corporation, 
and, where the excess is less than the dividend so paid, the amount 
that shall be so included in computing the income of a particular 
shareholder for the fiscal year is the proportion of the excess that 
the portion of the dividend belonging to that particular share-
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(12) Where a dividend is deemed by any provision other than 
this section to have been paid or received, it shall for the purpose 
of this section be regarded as having been paid. 
(13) Where it has been determined for the purpose of subsec-
tion 1 of section 25 that the chief source of income of a corporation 
for a fiscal year is neither farming nor a combination· of farming 
and some other source of income, its farming business shall be 
deemed for the purpose of clause c of subsection 2 not to have been 
during the fiscal year an active financial, commercial or industrial 
business. R.S.O. 1960, c. 73, s. 42 (10-12). 
40.-(1) Where a corporation has become a bankrupt, the 
following rules are applicable: 
1. The trustee in bankruptcy shall be deemed to be the 
agent of the bankrupt for all purposes of this Act. 
2. The estate of the bankrupt shall be deemed not to be a 
trust or an estate for the purposes of this Act. 
3. The income and the taxable income of the corporation 
for any fiscal year of the corporation during which it was 
a bankrupt and for any subsequent fiscal year shall be 
calculated as if, 
(a) the property of the bankrupt did not pass to and 
vest in the trustee in bankruptcy on the receiving 
order being made or the assignment filed but 
remained vested in the bankrupt; and 
(b) any dealing in the estate of the bankrupt or any act 
performed in the carrying on of the business of the 
bankrupt estate by the trustee was done as agent on 
behalf of the bankrupt and any income of the 
trustee from such dealing or carrying on is income 
of the bankrupt and not of the trustee. 
4. A fiscal year of the corporation shall be deemed to have 
commenced on the day the corporation became a bank-
rupt and a fiscal year of t he corporation t hat would 
otherwise have ended after the corporation became a 
bankrupt shall be deemed to have ended on the day 
immediately before the day on whic_h the corporation 
became a bankrupt. 
5. Where, in the case of any fiscal year of the corporation 
ending during the period the corporation is a bankrupt, 
the corporation fails to pay the tax payable by the 
corporation under this Act for any such fiscal year, the 
corporation and t he trustee in bankruptcy are jointly 
and severally liable to pay the tax, except that, 
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(a) the trustee is only liable to the extent of the 
property of the bankrupt in his possession; and 
(b) payment by either of them shall discharge the joint 
obligation. 
6. Where an absolute order of discharge is granted in 
respect of the corporation, for the purpose of paragraph 
3 of subsection 1 of section 37, business losses sustained 
by the corporation in any fiscal year preceding the year 
in which the order of discharge was granted are not 
deductible by the cor poration in computing its taxable 
income for the fiscal year of the corporation in which the 
order was granted or any subsequent fiscal year. 
1081 
(2) In this section, "bankrupt" and "estate of the bankrupt" l nterpre-
have the meaning given to those expressions by the Bankrt,ptcy tAtion R.S.C. 1952, 
Act (Canada). 1964, c. 11, s. 8. c. 14 
I NSURANCE CORPORATI ONS 
41.- ( 1) For the purpose of this section, an "insurance corpo- ln.5uran~ 
ration" or " insurer" means any corporation with or without shar e ~~~~~ 
capital, to which section 68A of the Income Tax Acl (Canada) defined 
applies. 1970, c. 69, s. 10 (1). :.·~4~· 1952• 
(2) Notwithstanding any other provision of this Act and in Calculation 
order t.hat insurance corporations or insurers may be dealt with r~::.!ble 
under this Act as they will be dealt with under Part I of the 
Income Tax Act (Canada) for fiscal years commencing or ending 
in 1969 and for subsequent fiscal years, it is hereby declared that 
for the purpose of section 5, the taxable incomes of such corpora-
tions for the purposes of this Act shall be the same as the taxable 
incomes of such corporations as determined for the purposes of 
Part I of the Income Tax Act (Canada). 1968-69, c. 19, s. 12, 
part; 1970, c. 69, s. 10 (2). 
42. Where a life insurance corporation that is incorporated Con"e~io!' 
under the laws of a province has applied an amount in payment ft~f'ovmcoal 
for shares of the coq~oration purch~ed by it under the ~uthority ~~~~~~fon 
of a law of the province that provides for the conversion of the into mut.ual 
corporation into a mutual corporation by the purchase of its corporation 
shares in accordance with the provisions of such law, 
(a) section 20 does not apply to require the inclusion, in 
computing the income of a shareholder of the corpora-
tion, of any part of that amount; and 
(b) no part of that amount shall be deemed for the purposes 
of subsection 2 of section 41 to have been paid to 
shareholders or, for the purposes of section 55, to have 
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Non-Resident-Owned Investment Corporations 
43.-( 1) No tax is payable under section 5 by a corporation 
for a fiscal year during which it was a non-resident-owned 
investment corporation. R.S.O. 1960, c. 73, s. 45 (l); 1968-69, 
c. 18, s. 5. 
(2) In this Act, " non-resident-owned investment corporation" 
means a corporation incorporated in Canada that during the 
whole or the fiscal year in respect or which the expression is being 
applied complied with the following conditions: 
1. At least 95 per cent of the aggregate value of its issued 
shares and all its bonds, debentures and other funded 
indebtedness were, 
(i) beneficially owned by non-resident persons, 
(ii) owned by trustees for the benefit of non-resident 
persons or t heir unborn issue, or 
(iii) owned by a corporation, whether incorporated in 
Canada or elsewhere, at least 95 per cent of the 
aggregate value of the issued shares of which and all 
the bonds, debentures and other funded indebted-
ness of which were beneficially owned by non-resi-
dent persons or owned by trustees for the benefit of 
non-resident persons or their unborn issue or by 
several such corporations. 
2. I ts income was derived from, 
(i) ownership or trading or dealing in bonds, shares, 
debentures, mortgages, hypothecs, bills, notes or 
other similar property or any interest therein, 
(ii) lending money with or without security, 
(iii) rents, hire of chattels, charterparty fees or remu-
nerations, annuit ies, royalties, interest or divi-
dends, or 
(iv) estates or trusts. 
3. Not more than 10 per cent of its gross revenue was 
derived from rents, hire of chattels or charterparty fees 
or remunerations. 
4. Its principal business was not, 
(i) the making of loans, or 
(ii) trading or dealing in bonds, shares, debentures, 
mortgages, hypothecs, bills, notes or other similar 
property or any interest therein. 
5. I t has, not later than ninety days after the commence-
ment of the fiscal year, e1ected in the manner provided 
by section 70 of the Income Tax Act (Canada) to be 
taxed as provided by section 70 thereof. 
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6. It has not, before the fiscal year, revoked the election 
under the Income Tax Act (Canada) to be taxed under 
that Act as prnvided by section 70 thereof. 
7. It has paid tbe taxes payable for a fiscal year under Part 
I of the Income Tax Act (Canada), as provided by 
subsection 2 of section 70 thereof. R.S.O. 1960, c. 73, 
s.45(2); 1967,c. 15,&5; 1968,c.20,s. 18. 
Foreign Business Corporations 
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44.- (1) No tax is payable under section 5 by a corporation For~ign 
for a fiscal year during which it was a foreign business ~U:~~'::":. 
corporation. 1968-69 c. 18 s. 6. tions, tax 
' 
1 exempt 
(2) In this Act, "foreign business corporation" means a corpo- Int~rpre­
ration that during the whole of the fiscal year in respect of which tation 
the expression is being applied, 
(a) was not a personal corporation; 
(b) complied with one of the following conditions: 
(i) its business operations were of an industrial, min-
ing, commercial, public utility or public service 
nature and were carried on entirely outside Cana-
da, except for management and the designing, 
purchasing and transportation of goods if the goods 
were not acquired for resale in the course of trading 
and were acquired for the operations so carried on 
outside Canada, either directly or through owner-
ship of shares in or control of subsidiary or affiliated 
corporat ions and its property, except securities and 
bank deposits, was situate entirely outside Canada, 
(ii) it was the wholly-owned subsidiary of a corporation 
that complied with the conditions in subclause i 
and was wholly engaged in carrying on business 
outside Canada, or 
(iii) its business was of an· investment or financial 
nature and was carried on entirely outside Canada, 
its shares had been offered for public subscription 
or were listed on a recognized stock exchange in 
Canada or elsewhere and its property, except bank 
deposits and shares of other corporations that were 
entitled to exemption under this section, was situ-
ate entirely outside Canada; and 
(c) derived not more than 10 per cent of its gross revenue 
from the lea.sing or operation by it of a ship or aircraft, 
and has, 
(d) filed a return for the fiscal year in the form and within 
the period of time required iby section 73 and within the 
same time paid the tax levied by section 6; or 
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(e) within 370 days from the end of the fiscal year, filed a 
return for the fiscal year in the form required by section 
73 and paid the tax imposed by section 6 plus a penalty 
ior late filing equal to $10 for each day of delay after the 
expiration of the period of time from the end of the fiscal 
year within which section 73 requires the filing of a 
return. R.S.O. 1960, c. 73, s. 46 (2); 1968~69, c. 19, 
s. 13. 
Situs (3) For the purposes of this section, shares and bonds of 
corporations incorporated in Canada shall be deemed to be 
property situate in Canada notwithstanding that they have been 
transferred on a register outside Call1ada. 
Exception (4) Where a corporation would have complied during the 
Applic!'tion 
of section 
whole of a. fiscal year with the condition contained in subclause i 
or clause b of subsection 2 were it not that its business operations 
during the fiscal year were carried on in part in Canada through 
ownership of shares in or control of one or more subsidiary or 
affiliated corporations, the corporation shall be deemed to have 
complied with that condition if, during the whole of the fiscal 
year, 
(a) the business operations so carried on in Canada were of a 
mining nature; and 
(b) its main business operations were of an industrial, 
mining, commercial, public utility or public service 
nature, and were, except for management and the 
designing, purchasing, a nd transportation of goods, 
carried on outside Canada. 
(5) This section does not apply to exempt a corporation from 
tax under section 5 or 6 for a fiscal year ending after the 9th day of 
April, 1959, hereinafter in this subsection referred to as a 
"particular taxation year", unless, 
(a) in the case of a corporation that had a fiscal year ending 
before 1959, ·the corporation was during its last fiscal 
year ending before 1959 and each subsequent fiscal year, 
if any, previous to the particular taxation year, aforeign 
business corporation; 
(b) ln the cMe of a.corporation incorporated on or before the 
9th day of April, 1959, t hat did not have a fiscal year 
ending before 1959, the corporation was during its first 
fiscal year ending after 1958 and each subsequent fiscal 
year, if any, previous to the particular taxation year, a 
foreign business corporation; or 
(c) in the case of a corporation that had a fiscal year ending 
on or before the 9th day of April, 1959, the corporation 
was during the fiscal year in which that date occurred 
and each subsequent fiscal year, if any, previous to the 
particular taxation year, a foreign business corporation, 
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and had during that part of its fiscal year in which that 
date occurred that was before the 10th day of April, 
1959, business operations that complied with one of the 
conditions contained in clause b of subsection 
2. R.S.O. 1960, c. 73, s. 46 (3-5). 
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45.-( 1) Subject to this section, there shall not be included in Exr.mptions 
computing the income of a corporation for a fiscal year income r:o~~~~u­
from the carrying on by the corporation of a manufacturing or racturini; . 
. b . . d . d d . f. I f h or processing processing usmess m a es1gnate area urmg a 1sca year o t e bus_iness in 
business designated 
t area 
(a) occurring wholly within the thirty-six-month period 
that commenced on the day certified as the day on 
which the business commenced manufacturing or 
processing in reasonable commercial quantities; and 
(b) for which the business is certified to be a new manufac-
turing or processing business carried 0111 in a designated 
area. 1965, c. 22, s. 11, part; 1966, c. 30, s. 7 (I). 
(2) In this section, Interpre-
tation 
(a) "certified" means certified by the Minister pursuant to 
subsection 7; 
(b) "designated area" has the meaning given to that expres-
sion by the Department of Industry Act (Canada); ~,~Can.) 
(c) "manufacturing or processing business" means a busi-
ness that had net sales for the fiscal year in respect of 
which the expression is being applied from the sale of 
goods processed or manufactured in Canada by the 
business, theamount of which wasatleast95percentof 
the amount by which the gross revenue from the 
business for the fiscal year exceeds the aggregate of each 
amount paid or credited in the fiscal year to a customer 
of the business as a bonus, -rebate or discount or for 
returned or damaged goods; 
(d) "net sales" of a business for a fiscal year means an 
amount equal to, 
(i) the gross revenue from the business for the fiscal 
year from sales, 
minus, 
(ii) the aggregate of each amount paid or credited in 
the fiscal year to a customer of the business as a 
bonus, rebate or discount or for returned or dam-
aged goods; 
(e) "new manufacturing or processing b1Jsiness" means a 
manufacturing or processing business that commenced 
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quantities after the 4th day of December, 1963, and 
before the 1st day of April, 1967, or, where the Minister 
is satisfied, 
(i) that the facilities to be used in the business were in 
the process of being constructed, installed or assem-
bled on the site of the proposed business premises 
on the 29th day of March, 1966, and .,_ 
(ii) that the business was unable to commence manu-
facturing or processing in reasonable commercial 
quantities before the 1st day of April, 1967, by 
reason of an event beyond the control of the 
corporation, 
before the 1st day of April, 1968; 
(f) "sales", in relation to a business, means sales in respect 
of which an amount is included in computing the income 
from the business for the fiscal year otherwise than by 
virtue of section 32 or subsection 1 of section 63; and 
(g) goods processed or manufactured shall be deemed not to 
include goods that have been packaged only. 1965, 
c. 22, s. 11, part; 1966, c. 30, s. 7 (2); 1967, c. 15, s. 6; 
1968, c. 20, s. 19 (1, 2). 
(3) For the purpose of this section, a business that includes, 




( e) farming; or 
(j) fishing, 
shall be deemed not to be a manufacturing or processing 
business. 1966, c. 30, s. 7 (3). 
(4) For the purpose of t his section, a corporation shall be 
deemed not to have been carrying on a business in a designated 
area in a fiscal year unless, 
(a) throughout the fiscal year, the value of all machinery, 
equipment (other than delivery equipment) and build-
ings situated in the designated area that were owned or 
leased by the corporation a nd used in the business is at 
least 95 per cent of the value or all machinery, equip-
ment (other than delivery equipment) and buildings 
wherever situated that were owned or leased by the 
corporation and used in the business; and 
(b) throughout the fiscal year, the value of all machinery 
and equipment that were owned or leased by the 
corporation and used in the business and, 
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(i) that were acquired by the corporation or by the 
lessor, as the case may be, after the 13th day of 
June, 1963, and before the 18th day of June, 1965, 
and had not been used for any purpose whatsoever 
before the 14th day of June, 1963, and 
(ii) that were acquired by the corporation or by the 
lessor, as the case may be, after the 17th day of 
June, 1965, and had not been used for any purpose 
whatsoever, 
(A) before the machinery and equipment were so 
acquired, or 
(B) before the 14th day of June, 1953, if the 
machinery and equipment were acquired pur-
suant to a bona fide contract in writing entered 
into before the 18th day of June, 1965, that 
provided for the acquisition of the machinery 
and equipment, 
is at least 95 per cent of the value of al1 machinery and 
equipment that were used in the business. 1965, c. 22, 
s. 17, part; 1966, c. 30, s. 7 (4). 
(5) For the purpose of clausec of subsection 2, an amount equal Rent 
to that part of the gross revenue from a business for a fiscal year 
that is rent from good.s processed or manufactured in Canada in 
the course of the business shall, in determining whether the 
business is a manufacturing or processing business in the fiscal 
year, be added to the net sales for the fiscal year from the sale of 
goods processed or manufactured in Canada by the business. 
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(6) For the purpose of subsection 4, the value of any machi- Determina-
nery, equipment and buildings that were owned or leased by a tion of value 
corporation and used in a business is the value thereof as of the 
day such machinery, equipment and buildings were first used in 
the business. 1965, c. 22, s. 11, part. 
(7) The Minister may, upon application in prescribed manner Certification 
by a corporation carrying on a new manufacturing or processing 
business in a designated area, issue a certificate certifying for the 
fiscal year of the business in respect of which the application is 
made, 
(a) that the business was a new manufacturing or proces-
sing business; 
(b) that the business was being carried on in a designated 
area; and 
(c) in the case of the first fiscal year of the business for 
which a certificate is issued, the day upon which the 
business commenced manufacturing or processing in 
reasonable commercial quantities. 1965, c. 22, s. 11, 












c. 12 (Can.) 
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(8) A corporation intending to carry on a new manufacturing 
or processing business in a designated area may file with the 
Minister a notice of intention in such form as may be 
prescribed. 1965, c. 22, s. 11, part; 1968, c. 20, s. 19 (4). 
(9) Where, during a fiscal year when an area was a designated 
area, 
(a) a certificate was issued under subsection 7; or 
(b) a notice of intention was filed under subsection 8, 
with respect to a new manufacturing or processing business of a 
corporation in that area, if the area has ceased to be a designated 
area, it shall, 
(c) where the business commenced manufacturing or 
processing in reasonable commercial quantities before 
the area ceased to be a designated area or within twelve 
months thereafter; or 
(d) in any other case, if the Minister is satisfied, 
(i) that the corporation had made substantial progress 
in establishing the new business before the area 
ceased to be a designated area, and 
(ii) that the corporation proceeded with reasonable 
expedition, after the .area ceased to be a designated 
area, to cause the business to commence manufac~ 
turing or processing in reasonable commercial 
quantities, 
for the purposes of the application of this section in computing the 
income of the corporation from carrying on the business, be 
deemed to be a designated area. 1965, c. 22, s. 11, part; 1968, 
c. 20, s. 19 (5). 
(10) Where at any time an amount on account of a develop-
ment grant under the Area Development Incentives Act (Canada) 
has been paid to a corporat ion for the establishment of a new 
facility or the expansion of an existing facility as defined in that 
Act, subsection 1 does not apply to permit a deduction in 
computing the income of a corporation, for any fiscal year ending 
after that time, from the carrying on by the corporation of a 
manufacturing or processing business if, 
(a) in the case of a grant for the establishment of a new 
facility, the new facility oir any part thereof; or 
(b) in the case of a grant for the expansion of an existing 
facility, the expanded facility or any part thereof, other 
than the part thereof existing at the time the grant was 
authorized, 
has, during that or a previous fiscal year, been used in carrying on 
the business. 1966, c. 30, s. 7 (5). 
Sec. 46 ( 1) CORPOHATIONS TAX Chap. 91 1089 
Scientific Research 
46.-(1) In computing the income for a fiscal year of a Scientific 
corporation that had a permanent establishment in Canada and de:i~~~ns 
made expenditures in respect of scientific research in the fiscal from 
. mcomc 
year, there may be deducted the amount by which the aggregate 
of, 
(a) all expenditures of a current nature made in Canada in 
the fiscal year, 
(i) on scientific research related to the business and 
directly undertaken by or on behalf of the corpora-
tion, 
(ii) by payments to an approved association that un-
dertakes scientific research related to the class of 
business of the corporation, 
(iii) by payments to an approved university, college, 
research institute or other similar institution to be 
used for scientific research related to the class of 
business of t he corporation, 
(iv) by payments to a corporation resident in Canada 
and exempt from tax on taxable income by clause/ 
of subsection 42 of section 5, 
(v) by payments to a corporation resident in Canada 
for scientific research related to the business of the 
corporation; 
(b) such amount as may be claimed by the corporation not 
exceeding the lesser of, 
(i) the expenditures of a capital nature made in Cana-
da, by acquiring property other than land, in the 
fiscal year and any previous fiscal year ending after 
1958 on scientific research relating to the business 
and directly undertaken by or on behalf of the 
corporation, or 
(ii) the undepreciated capital cost to the corporation of 
the property so acquired as of the end of the fiscal 
year, before making any deductions under this 
clause in computing the income of the corporation 
for the fiscal year; and 
(c) all expenditures in the year by way of repayments of 
amounts paid to the corporation under an Appropria-
tion Act (Canada) and approved by the Minister for the 
purpose of advancing or sustaining the technological 
capability of Canadian manufacturing or other indus-
try, 
exceeds the aggregate of amounts paid to the corporation in the 
fiscal year under the Appropriation Act (Canada). 1968, c. 20, 
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(2) There may be deducted, in computing the income for a 
fiscal year of a corporation that carried on business in Canada and 
made expenditures in the fisca~ year in respect of scientific 
research carried on outside Canada, all such expenditures of a 
current nature made in the year, 
(a) on scientific research related to the business and directly 
undertaken by or on behalf of the corporation; or 
(b) by payments to an approved association, university, 
college, research institute or other similar institution to 
be used for scientific research related to the class of 
business of the corporation. 1965, c. 22, s. 12 (1). 
(3) Where any particular activity constitutes scientific re-
search for the purposes of subsection 2 of section 72 of the Income 
Tax Act (Canada), such particular activity shall constitute 
scientific research for the purposes of this Act. 1968-69, c. 19, 
s. 14 (3). 
(4) No deduction may be made under this section or section 47 
in respect of an expenditure made to acquire rights in, or arising 
out of, scientific research. 1964, c. 11, s. 9, part. 
(5) Where in respect of an expenditure on scientific research 
made by a corporation in a fiscal year an amount is deductible 
under this section and under section 37, no deduction may be 
made in respect of the expenditure under section 37 in computing 
the taxable income of t he corporation for any fiscal year. 1965, 
c. 22, s. 12 (2). 
(6) In this section and in section 47, 
(a) "approved" means approved by the ~fi.nister; 
(b) "scientific research" has the meaning given to that 
expression by regulation; 
(c) references to expenditures on or in respect of scientific 
research, 
(i) where the references occur in subsection 2, include 
only expenditures incurred for and wholly attribu t-
able to the prosecution of scientific research, and 
(ii) where the references occur other th:an in subsection 
2, include only expenditures incurred for and whol-
ly attributable to the prosecution, or the provision 
of facilities for the prosecution, of scientific re-
search in Canada; and 
(d) references to scientific research relating to a business or 
class of business include a ny scientific research that may 
lead to or faci litate an extension of that business or, as 
the case may be, business of that class. R.S.O. 1960, 
c. 73, s. 47 (4); 1962-63, c. 26, s. 6 (4, 5, part); 1965, c. 22, 
s. 12 (3); 1968, c. 20, s. 20 (2). 
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(7) An amount claimed under clause b of subsection 1 in b:xpend-
computing a deduction under that subsection shall for the ~~~~it'.:.'1 
purpose of section 32 be deemed to be an amount allowed to the nature 
corporation in respect of the property acquired by the expendi-
tures under the regulations made pursuant to clause a of subsec-
tion 2 of section 23 and for that purpose the property acquired by 
the expenditures shall be deemed to be of a separate prescribed 
class. 1968, c. 20, s. 20 (3). 
47.-(1) In addition to the deductions allowed for the fiscal Additional 
b · 46 · h h · deduction year y section , a corporation, ot er t an a corporation for scientific 
referred to in subsection 2, that carried on business in Canada and research 
made expenditures in respect of scientific research in a fiscal year 
may deduct, in computing its income for the fiscal year, 50 per 
cent of the amount by which, 
(a) the aggregate of, 
exceeds, 
(i) all expenditures of a current nature made in Cana-
da in the fiscal year, as described in subclauses i to v 
of clause a of subsection 1 of section 46, on scientific 
research, and 
(ii) all expenditures of a capital nature made in Cana-
da, by acquiring property other than land, in the 
fiscal year on scientific research, 
(b) the aggregate of, 
(i) the base scientific expenditure of the corporation, 
and 
(ii) any amount paid to the corporation in the fiscal 
year in respect of scient ific research undertaken by 
the corporation, 
(A) by Her :\fajesty in right of Canada or a 
province, 
(B) by a person resident in Canada, or 
(C) by a person not resident in Canada if such 
person is entitled, in respect of the payment, to 
a deduction in computing his income by virtue 
of subclause v of clause a of subsection I of 
section 46. 1962-63, c. 26, s. 7, part. 
(2) In addition to the deductions allowed for the fiscal year by Deduction 
section 46, a corporation that carried on business in Canada and ~~iated 
made expenditures in respect of scientific research in a fiscal year corporation 
and that was associated with one or more corporations in the fiscal 
year or in the last fiscaE year of the corporation that ended before 
the 11th day of April, 1962, may deduct, in computing its income 
for the fiscal year, an amount determined by the following rules: 
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1. Determine the amount, if any, by which, 
(a) the aggregate of the expenditures described in 
subclauses i and ii of clause a of subsection 1 made 
in the fiscal year by the corporation, 
exceeds, 
(b) the aggregate of the base scientific expenditure of 
the corporation and a ny amount paid to the corpo~ 
ration in the fiscal year as described in subclause ii 
of clause b of subsection 1; 
2. Determine the amount, if any, by which, 
(a) the aggregate of all expenditures described in sub-
clauses i and ii of clause a of subsection I, 
(i) made by the corporation in the fiscal year, or 
(ii) made by each corporation associated with the 
corporation in the fiscal year, in the associated 
corporation's fiscal year that ended in the 
same calendar year as the fiscal year referred 
to in su bclause i, 
exceeds, 
(b) the aggregate of, 
(i) the base scientific expenditures of the corpora-
tion and of each corporation associated with 
the corporation in the fiscal year other than a 
corporation an :amount equal to the base scien-
tific expenditure of which is included, by 
virtue of paragraph 12 of subsection 2 of 
section 66, in the base scientific expenditure of 
another corporation that is also associated 
with the corporation in the fiscal year., 
(ii) the base scientific expenditures of each corpo-
ration, 
(A) that was associated with the corporation 
in the last fiscal year of the corporation 
that ended before the I Ith day of April, 
1962, 
(B) that was not associated with the corpora-
tion in the fiscal year, and 
(C) in respect of which substantially all the 
business that was cai:ried on by such 
corporation in Canada in its last fiscal 
year that ended before the 11th day of 
April, 1962, was acquired in any manner 
whatsoever, other than by an amalgama-
tion within the meaning of section 66, by 
t he corporation or one or more corpora-
tions associated with the corporation in 
the fiscal year, and 
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(iii) all amounts described in subclause ii of clause b 
of subsection l , 
(A) paid to the corporation in the fil:cal year, 
or 
(B) paid to each corporation associated with 
the corporation in the fiscal year, in the 
associated corporation's fiscal year that 
ended in the same calendar year as the 
year referred to in paragraph A; 
3. Ascertain the aggregate of, 
(a) the amount calculated under paragraph 1, and 
(b) the amount calculated pursuant to paragraph 1 for 
each corporation that is associated with the corpo-
ration in the fiscal year; and 
4. Determine the amount equal to 50 per cent of that 
portion of the amount determined under paragraph 2 
that, 
(a) the amount determined under paragraph I , 
is of, 
(b) the aggregate ascertained under paragraph 3, 
and the amount determined under paragraph 4 is the amount that 
may be deducted in computing the income for the fiscal year of 
the corporation. 1962-63, c. 26, s. 7, part; 1968, c. 20, s. 21 {l , 2). 
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(3) For the purposes of subsections 1and2, the base scientific B~'le .. 
d. f · · l scicnt1(1c expen 1ture o a corporation 1s an amount equa to, ext>!lnditure 
( ) h f II d. f . I defined a t e aggregate o a expen 1tures o a current or capita 
minus 
nature, by acquiring property other than land, made in 
Canada by the corporation in the last fiscal year of the 
corporation that ended before the 11th day of April, 
1962, on scientific research related to the business of the 
corporation, 
(b) a ny amount paid to t he corporation in the fiscal year 
referred to in clause a as described in subclause ii of 
clause b of subsection l , 
but, where the corporation had no fiscal year that ended before 
the 11th day of April, 1962, its base scientific expenditure is 
nil. 1964, c. 11, s. IO (l). 
(4) Where property, other than land, acquired by a corpora- Dmpositio~ 
tion by expenditures oi a capital nature made in Canada by the or propert) 
corporation on scientific research has, in a fiscal year, been 
disposed of by the corporation, there s hall be included in comput-
ing the income of the corporation for the year the lesser of, 
1094 
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of clause b 
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(a) an amount equal to 50 per cent of, 
(i) the proceeds of disposition of the property, or 
(ii) the capital cost to the corporation of the property, 
whichever is the lesser; or 
(b) an amount equal to, 
(i) the aggregate of each amount dedu; tible under 
subsection 1 or 2, as the ca.se may be, in computing 
the income of the corporation for the fiscal year and 
each previous fiscal year, 
minus, 
(ii) the aggregate of each amount included by virtue of 
this subsection in computing the income of the 
corporation in respect of a previous disposition of 
property. 
(5) For the purpose of clause b of subsection 4, the amount 
deductible under subsection 1 or 2, as the case may be, in 
computing the income of a corporation for a fiscal year shall not 
include any amount in excess of 50 per cent of t he expenditures of 
a capital nature made in Canada by the corporation, by acquiring 
property other than land, in the fiscal year on scientific 
research. 1962-63, c. 26, s. 7, part. 
(6) For the purpose of clause a of subsection 1, an expenditure 
of a capital nature made by a corporation in the fiscal year on 
scientific research does not include any expenditure made by the 
corporat ion in that fiscal year for the acquisition, from another 
corporat ion associated with the corporation in the fiscal year, of 
facilities for the prosecution of scientific research. 1964, c. 11, 
s. 10 (2). 
(7) Where in a fiscal year a grant has been authorized to be 
pa.id to a corporation under the Industrial Research and Develop-
ment Jmentives Act (Canada) in respect of expenditures on 
scientific research and development as defined in the Industrial 
Research and Development Incentives Ac! (Canada), the corpora-
tion is not, and shall be deemed never to have been, entitled to 
make any deduction under this section in computing its income 
for that fiscal year. 1968, c. 20, s_ 21 (3). 
Co-operatives 
48.-(1) Except as provided in subsection 2, no tax is payable 
under section 5 for each of the first three fiscal years after 
commencement of its business by a co-operative corporation that 
commenced business on or after the lst day of January, 1947. 
(2) The exemption provided by subsection I does not apply to 
a co-operative corporation, the business of which is a continuation 
of a previous business in which a substantial number of its 
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members had a substantial interest either as shareholders of a 
corporation carrying on the previous business or otherwise. 
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(3) Where a co-operative corporation has received a grant Provincial 
from the government of a province that was not fixed by reference grant 
to natural products marketed, supplies, equipment or household 
necessaries purchased or sold or services performed by it, 
(a) no amount shall be included in respect of the grant in 
computing the income of the corporation for any fiscal 
year; and 
(b) paragraph 8 of subsection 8 of section 32 is noi applica-
ble in respect of any property in respect of or for the 
acquisition of which the grant was received. R.S.O. 
1960, c. 73, s. 48 (1-3). 
( 4) In this Act, "co-operative corporation" means a corpora-
tion that was incorporated under legislation of a province respect-
ing the establishment of co-operative corporations for the purpose 
of marketing, including processing incident to or connected 
therewith, natural products belonging to or acquired from its 
members or customers, of purchasing supplies, equipment or 
household necessaries for or to be sold to its members or customers 
or of performing services for its members or customers, if, during 
the fisca.l year, 
(a) the statute under which it was incorporated, it.5 charter, 
articles of association or by-laws or its contracts with its 
members or its members and customers held forth the 
prospect that payments would be made to them in 
proportion to patronage; 
(b) none of its members had more than one vote in the 
conduct of its affairs; 
(c) at least 90 per cent of its members are individuals and at. 
least 90 per cent of its shares, if any, are held by 
individuals; · 
(d) the rate of interest on capital subscribed by its members 
or the rate of its dividends on its shares did not exceed 5 
per cent per annum; and 
(e) the value of the product marketed for or acquired from, 
supplies, equipment and household necessaries pur-
chased for or sold to, and the services performed for, its 
customers other than members did not exceed 20 per 
cent of the total thereof for all its business. 
Interpre-
tation 
(5) Clause a of subsection 2 of section 55 does not apply where Non-
the corporation that redeemed or acquired its common shares or arp115iion 
that reduced its common stock is a co-operative corpora- (2i(aJ 
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Patronage Dividends 
49.-(1) Notwithstanding anything in this Part, there may 
be deducted in computing income for a fiscal year the aggregate of 
the payments made pursuant to allocations in proportion to 
patronage by a corporation, 
(a) within the fiscal year or within twelve montns thereafter 
to its customers of the fiscal year; and 
(b) within the fiscal year or within twelve months thereafter 
to its customers of a previous fiscal year, the deduction 
of which from income of a previous fiscal year was not 
permitted. 
(2) Notwithstanding subsection l ; if the corporation has not 
made allocations in proportion to patronage in respect of all its 
customers of the fiscal year at the same rate with appropriate 
differences for different types or classes of goods, products or 
services, or classes, grades or quaEities thereof, the amount that 
may be deducted under this section is an amount equal to the 
lesser of, 
(a) the aggregate of the payments mentioned in subsection 
l; or 
(b) the aggregate of, 
(i) the part of the income of the corporation for the 
fiscal year attributable to business done with mem-
bers, and 
(ii) the allocation in proportion to patronage made to 
non-member customers of the fiscal year. 
(3) Where the deduction of an amount under subsection 1 or 2 
would result in the taxable income of the corporation for the fiscal 
year, before deduction of any amount under subsection l of 
section 37 in respect of business losses, being less than the amount 
by which, · 
(a) 3 per cent of the capital employed in the business at the 
commencement of the fiscal year, 
exceeds, 
(b) the interest, if any, paid on borrowedl moneys,'other 
than moneys borrowed from a bank or from a corpora-
t ion or association described in clause k of subsection 42 
of section 5, and deductible in computing the income of 
the corporation for the fiscal year, 
the amount that may be deducted under this section is such as will 
leave the corporation with a taxable income before deduction of 
any amount under subsection 1 of section 37 in respect of business 
losses, equal to the excess. 
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( 4) For the purposes of this section, 
(a) "allocation in proportion to patronage" for a fiscal year 
means an amount credited by a corporation to a custom-
er of that fiscal year on terms that the customer is 
entitled to or will receive payment thereof, computed at 
a rate in relation to the quantity, quality or value of the 
goods or products acquired, marketed, handled, dealt in 
or sold, or services rendered by the corporation from, on 
behalf of or to the customer, whether as principal or as 
agent of the customer or otherwise, with appropriate 
differences in the rate for different classes, grades or 
qualities thereof, 
(i) if the amount was credited, 
(A) within the fiscal year or within twelve months 
thereafter, and 
(B) at the same rate in relation to quantity, qual-
ity or value aforesaid as the rate at which 
amounts were similarly credited to all other 
customers of that year who were members or 
to all other customers of that year, as the case 
may be, with appropriate differences aforesaid 
for different classes, grades or qualities, and 
(ii) if the prospect that amounts would be so credited 
was held forth by the corporation to its customers 
of that year who were members or non-member 
customers of that year, as the case may be; 
(b) "capital employed in the business" shall be computed in 
accordance with subsection 8, except that no deduction 
shall be made from capital in respect of borrowed 
moneys, other than moneys borrowed from a bank or 
from a corporation described in clause k of subsection 42 
of section 5; 
(c) "customer" means a customer of a corporation and 
includes a person who sells or delivers goods or products 
to the corporation or for whom the corporation renders 
services; 
(d) "consumer goods or services" means goods or services 
the cost of which was not deductible by the corporation 
in computing the income from a business or property; 
(e) "income of the corporation attributable to business 
done with members" of any fiscal year means that 
proportion of the income of the corporatiion for the fiscal 
year, before making any deduction under this section, 
that the value of the goods or products acquired, 
marketed, handled, dealt in or sold or services rendered 
by the corporation from, on behalf of, or for members, is 
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ed, handled, dealt in or sold or services rendered by the 
corporation from, on behalf of, or for all customers 
during the fiscal year; 
{J) "payment" includes, 
(i) the issue of a certificate of indebtedness or shares of 
the corporat ion or of a corporation of which the 
corporation is a subsidiary wholly-owned corpora-
tion if the corporation or that other corporation has 
in the fiscal year or within twelve months thereaft-
er disbursed an amount of money equal to the 
aggregate face value of all certificates or shares so 
issued in the course of redeeming or purchasing 
certificates of indebtedness or shares of the corpo-
ration or that other corporation previously issued, 
(ii) the application by the corporation of an amount to 
the liability of a member to the corporation, includ-
ing, without restricting the generality of the forego-
ing, an amount applied in fulfilment of an obliga-
tion of the member to make a loan to the corpora-
tion and an amount applied on account of payment 
of shares issued to a member, pursuant to a by-law 
of the corporation, pursuant to statutory authority 
or at the request of the member, or 
(iii) the amount of a payment or transfer by the corpo-
ration that under subsection 1 of section 27 is 
required to be included in computing the income of 
a member; 
(g) " member" means a person who is entitled as a member 
or shareholder to full voting rights in the conduct of the 
affairs of the corporation or of another corporation of 
which the corporation is a subsidiary wholly-owned 
corporation; and 
(h) "non-member customer" means a customer who is not a 
member. R.S.O. 1960, c. 73, s. 50 (1-4). 
(5) For the purpose of this section, the corporation shall l;>e 
deemed to have held forth the prospect that amounts would be 
credited to a customer of a fiscal year by way of allocation in 
proportion to patronage, 
(a) if throughout the fiscal year the statute under which the 
corporation was incorporated or registered, its charter, 
articles of association or by-laws or its contract with the 
customer held forth the prospect that amounts would be 
so credited to customers who are members or non-mem-
ber customers, as the case may be; or 
(b) if prior to the commencement of the fiscal year or prior 
to such other day as is prescribed for the dass of business 
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in which the corporation is engaged, the corporation has 
published an advertisement in the prescribed form in a 
newspaper or newspapers of general circulation 
throughout the greater part of the area in which the 
corporation carried on business holding forth that pros-
pect to customers who are members or non-member 
customers, as the case may be, and has filed copies of the 
newspaper or newspapers with the Minister before the 
end of the thirt ieth day of the fiscal year or within thirty 
days from the prescribed day, as the case may 
be. R.S.O. 1960, c. 73, s. 50 (5); 1968, c. 20, s. 22 (1). 
(6) For the purpose of subsection 3, "3 per cent of the capital 
employed in the business at the commencement of the fiscal year" 
means, in any case where the fiscal year of the corporation is less 
than tweive months, that proportion of 3 per cent of the capital so 
employed at the commencement of the fiscal year that the 




(7) Where a payment has been received by a corporation in ~ustomer's 
respect of an allocation in proportion to patronage, other than an income 
allocation in respect of consumer goods or services, the amount 
thereof shall be included in computing the income of the recipient 
for the fiscal year in which the payment was received and, without 
restricting the generality of the foregoing, where a certificate of 
indebtedness or a share was issued to a person in respect of an 
allocation in proportion to patronage, the amount thereof shall be 
included in computing the income of the recipient for the fiscal 
year in which the certificate or share was received and not in 
computing his income for the fiscal year in which the indebtedness 
was subsequently discharged or the share was redeemed. 
(8) For the purpose of this section, "capital employed in the Inu.rpre-
business' ' means the capital at the beginning of the fiscal year and tation 
shall be computed in accordance with the following and is subject 
to the deductions or other adjustments provided in subsections 9 
to 13: 
1. So far as it consists of assets acquired by purchase on or 
after the incorporation of the corporation, the price at 
which those assets were acquired and, where the price of 
any asset has been satisfied otherwise than in cash, the 
value of the consideration actually given for that asset 
at the time the consideration was given shall be treated 
as the price at which such asset was acquired. 
2. So far as it consists of assets being debts due to the 
corporation, the full amount of those debts subject to 
any deduction that has been allowed under this Act in 
respect thereof on account of bad debts. 
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3. So far as it consists of any other assets that have been 
acquired otherwise than by purchase as aforesaid, the 
value of the assets when they became assets of the 
corporation. 
4. The amount of money or bank deposits that is actually 
used by the corporation in its business. R.S.0. 1960, 
c. 73, s. 50 (6-8). 
Idem (9) Capital employed in the business is subject to the following 
deductions: 
l. Any sum contributed directly or indirectly by Canada 
or by any province of Canada towards the acquisition 
by the corporation of any asset referred to in subsection 
8. 
2. The total amount of depreciation that has been or 
should have been taken into account in accordance with 
this Act or any predecessor thereto plus any accumulat-
ed depreciation reserves at the commencement of this 
Act or any predecessor thereto recognized by the Minis-
ter for the purposes of this section, and in addition such 
amount on account of depletion as is deemed by the 
Minister to be fair and reasonable. 
3. Any borrowed money and debts of the corporation, 
other than dividends declared but unpaid at the com-
mencement of the fiscal year, except the amount of 
indebtedness represented by income bonds or income 
debentures, the interest on which is not allowed as a 
deduction under clause/ of subsection 1 of section 24 or 
any provision under a former Act of like character and 
except the amount of indebtedness represented by a 
non-interest bearing advance from a corporation to its 
subsidiary that the Minister, in his sole discretion, 
determines to be in the nature of permanently invested 
capital. 
4. Any investments the income from which is exempt or 
would be exempt from the tax imposed by section 5. 
5. Any moneys, bank deposits, investments or other assets 
that are unproductive and are not required for the 
purposes of the business or that were not acquired for 
the purposes of the business. R.S.O. 1960, c. 73, s. 50 
(9); 1968, c. 20, s. 22 (2, 3). 
Idem (10) Capital employed in the business, 
(a) shall be increased by a portion of any bonafide additions 
to the assets of the corporation or reduction in the 
liabilities of the corporation in the fiscal year; and 
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(b) shall be decreased by a portion of any bona fide reduc-
tion in the assets of the corporation or addition to the 
liabilities of the corporation in the fiscal year, unless the 
increase or decrease results from profits or losses of the 
corporation in the fiscal year. 
(1 1) The increase or decrease required by subsection 11) is t hat Ide~ 
proportion of the addition or reduction, as the case may be, that 
the number of days in the fiscal year after the addition or 
reduction occurs bears to the number of days in the fiscal year. 
(12) Capital employed in the business shall be decreased by the rdem 
amount of dividends pa.id in cash during the fiscal year to the 
extent of one-half of the amount by which the capital, calculated 
in accordance with subsections 8 and 9, at the commencement of 
the fiscal year is greater than the capital so calculated at the 
commencement of the next succeeding fiscal year. 
(13) Notwithstanding anything in this section, the computa- Cdem 
tion of capital employed in the business may be revised to 
disregard the whole or any portion of capital values resulting from 
a transaction deemed not to have been arranged at arm's 
length. R.S.O. 1960, c. 73, s. 50 (10-13). 
Special Contributions by Corporations to 
Superannuation Funds 
1101 
SO.-( 1) Where a corporation is an employer and has made a Employer's 
special payment in a fiscal year on account of an employees' g:~;;~t to 
superannuation or pension fund or plan in respect of past services plan 
of employees pursuant to a recommendation by a qualified 
actuary in whose opinion the resources of the fund or plan 
required to be augmented by an amount not less than the amount 
of the special payment t0 ensure t hat all the obligations of the 
fund or plan to the employees may be discharged in full, and has 
made the payment so that it is irrevocably vested in or for the 
fund or plan and the payment has been approved by the Minister, 
there may be deducted in computing the income of the corpora-
tion for the fiscal year the amount of the special pay-
ment. R.S.O. 1960, c. 73, s. 51 (l);1968, c. 20, s. 23. 
(2) For greater certainty and without restricting the general- Application 
ity of subsection 1, it is hereby declared that subsection 1 is 
applicable where the resources of a fund or plan required to be 
augmented by reason of an increase in the superannuation or 
pension benefits payable out of or under the fund or 
plan. R.S.O. 1960, c. 73, s. 51 (2). 
Employees Profit Sharing Plan 
Sl.- (1) In this Act, "employees profit sharing plan" means rnterpre-
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the profits from the business of a corporation or by reference to 
the profits from the business of a corporation and the profits, if 
any, from the business of a person with whom the corporation 
does not deal at arm's length are made by the corporation to a 
trustee in trust for the benefit of officers or employees of the 
corporation or of a person with whom the corporation does not 
deal at arm's length, whether or not payments are also made to 
the trustee by the officers or employees, and under which the 
trustee has, since the commencement of the plan or the end of 
1949, whichever is later, each year allocated either contingently 
or absolutely to individual officers or employees, 
(a) all amounts received by him from the corporation or 
from a person with whom the corporation does not deal 
at arm's length; and 
(b) all profits from the trust property, computed without 
regard to any capital gain made by the trust or capital 
loss sustained by it at any time since the end of 1955, 
in such manner that the aggregate of all such amounts and such 
profits minus such portion thereof as has been pa.id to beneficiar-
ies under the trust is allocated either contingently or absolutely to 
officers or employees who are beneficiaries thereunder. 
(2) No tax is payable under section 5 on the taxable income of 
the trust for a fiscal year during which the trust was governed by 
an employees profit sharing plan. 
(3) An amount paid by a corporation to a trustee under an 
employees profit sharing plan during a fiscal year or within 120 
days thereafter may be deducted in computing the income of the 
corporation for the fiscal year to the extent that it was not 
deductible in computing income for a previous fiscal year. 
(4) Where the terms of an arrangement under which a corpora-
tion makes payments to a trustee specifically provide that the 
payments shall be made "out of profits", such arrangement shall, 
if the corporation has so elected under subsection 7 of section 79 of 
the Income Tax Act (Canada), be deemed for the purpose of 
subsection 1 to be an arrangement for payments "computed by 
reference to the profit of the corporation from its busi-
ness". R.S.O. 1960, c. 73, s. 52. 
(5) Where an employees profit sharing plan is accepted for 
registration by the Minister as a deferred profit sharing plan, the 
fiscal year of the trust governed by the employees profit sharing 
plan shall be deemed to have ended immediately before the plan is 
deemed to have become registered as a deferred profit sharing 
plan pursuant to subsection 2 of section 53. 1961-62, c. 23, s. 17; 
1968, c. 20, s. 24. 
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SupplementarlJ Unemployment Benef i t Plan 
52.- ( 1) In this Act, Interpre-
tation 
(a) "registered supplementary unemployment benefit registered 
Plan" means a supplementary unemployment benefit supplement-ary unem-
plan accepted by the Minister for registration for the ~oyrent 
purposes of this Act in respect of its constitution and pi.:'~ i t 
operations for the fiscal year under consideration; 
(b) "supplementary unemployment benefit plan" means an supplemen-
arrangement, other than an arrangement in the nature ~~.~~~~­
of a superannuation or pension fund or plan or an 
1
nefit 
employees profit sharing plan, under which payments p an 
are made by a corporation to a trustee in trust exclusive-
ly for the payment of periodic amounts to employees or 
former employees of the corporation who are or may be 
laid off for any temporary or indefinite period. 1968, 
c. 20, s. 25, part. 
(2) The Minister shall be deemed to have accepted for registra- Plan 
tion as a supplementary unemployment benefit plan under this ~~~d 
Act every supplementary unemployment benefit plan that is 
accepted for registrat ion by the Minister of National Revenue for 




section 79A of the Income Tax Act (Canada). 1970, c. 69, s. 13, c.'14s· · 
part. 
(3) No tax is payable under section 5 upon the taxable income No.tax 
f h f · d d · h. h h db while trust o t e trust or a peno urmg w 1c t e trust was governe ya ~overned 
registered supplementary unemployment benefit plan. Y plan 
( 4) An amount paid by a corporation to a trustee under a Payments 
registered supplementary unemployment benefit plan during a ~r~~i~n 
fiscal year or within thility days thereafter may be deducted in deductible 
computing the income of the corporation for the fiscal year to the 
extent that it was not deductible in computing income for a 
previous fiscal year. 1968, c. 20, s. 25, part. 
(5) There shall be included in computing the income for a fiscal Am<?unt$ 
f · h l h d received on year o a corporation t at, as an emp oyer, as ma e any payment amendment 
to a trustee under a supplementary unemployment benefit plan, ~r ~in;i~~ 
any amount received by the corporation in the year as a result of P 
an amendment to or modification of the plan or as a result of the 
termination or winding up of the plan. 1970, c. 69, s. 13, part. 
53.-(l) In this Act, Interpre-
t..ation 
(a) "deferred profit sharing plan" means a profit sharing 
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(b) "profit sharing plan" means an arrangement under 
which payments computed by reference to the profits of 
a corporation Crom its business or by reference to the 
profits from its business and the profits, if any, from the 
business of a person with whom the corporation does not 
deal at arm's length are or have been made by the 
corporation to a trustee in trust for the benefit of 
employees of that corporation or of any other person, 
whether or not payments are or have been also made to 
the trustee by the employees. 1961-62, c. 23, s. 18, 
part; 1968, c. 20, s. 26 (1, 2). 
(2) The Minister shall be deemed to have accepted for registra-
tion as a deferred profit sharing plan under this Act every profit 
sharing plan that is deemed to be registered by the Minister of 
National Revenue for Canada as a deferred profit sharing plan 
under section 79C of the Income Tax Act (Canada), and such plan 
shall be deemed to have been registered by the Minister on the 
same date as it is deemed to be registered as a deferred profit 
sharing plan under subsection 4 of section 79C of the Income Tax 
Act (Canada). 1961-62, c. 23, s. 18, part; 1968, c. 20, s. 26 (3). 
(3) The Minister shall be deemed to have revoked the registra-
t ion of a profit sharing plan as a deferred profit sharing plan as 
and when the Minister of National Revenue for Canada revokes it 
under subsection 13 of section 79C of the Income Tax Act 
(Canada). 1961-62, c. 23, s. 18, part; 1968, c. 20, s. 26 (4). 
(4) For a fiscal year during which a plan is a deferred profit 
sharing plan, the plan shall be deemed, for the purposes of this 
Act, not to be an employees profit sharing plan. 
(5) No tax is payable under section 5 on the taxable income of 
the trust for a fiscal year during which, 
(a) the trust was governed by a deferred profit sharing plan; 
and , 
(b) not less than 90 per cent of the income of the trust for the 
fiscal year was from sources in Canada, and for the 
purpose of this clause contributions to or under the plan 
shall not be included in computing the income of the 
trust. 1961-62, c. 23, s. 18, part. 
(6) There may be deducted im computing the income of a 
corporation for a fiscal year the aggregate of each amount paid by 
the corporation in the year or within 120 days after the end of the 
fiscal year, to a trustee under a deferred profit sharing plan for the 
benefit of employees of t he corporation who are beneficiaries 
under t he plan, not exceeding, however, in respect of each 
individual employee in respect of whom the amounts so paid by 
the corporation were paid by it, an amount equal to the least of, 
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(a) the aggregate of each amount so paid by the corporation 
in respect of that employee; 
(b) $1,500, minus the amount, if any, deductible under 
clause n of subsection l of section 23 in respect of that 
employee in computing the income of the corporation 
for the fiscal year; or 
(c) 20 per cent of the salary or wages paid in the year to the 
employee by the corporation, 
to the extent that such amount was not deductible in computing 
the income of the corporation for a previous fiscal year. 1968, 
c. 20, s. 26 (5). 
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(7) Notwithstanding subsection 6, the amount that a corpora- Limitation 
tion is entitled to deduct under subsection 6 in computing its d~uction 
income for a fiscal year shall be neither more nor less than the 
amount that it deducts and is allowed as a deduction in comput-
ing its income for the same fiscal year under subsections 7 and 8 of 
section 79C of the Income Tax Act (Canada). ~~4~· 1952• 
(8) Where funds or property of a trust governed by adeferred Appro~ria­
profit sharing plan have been appropriated in any manner ~;n ° trust 
whatsoever to or for the benefit of a corporation that is, corporation 
(a) an employer by whom payments are made in trust to a 
trustee under the plan; or 
(b) a corporation with whom that employer does not deal at 
arm's length, 
otherwise than in payment of or on account of shares of the capital 
stock of either that employer or the corporation, as the case may 
be, purchased by the trust, the amount or value of the funds or 
property so appropriated shall be included in computing the 
income of the employer or the corporation, as the case may be, for 
the fiscal year in which the funds or property were so appropriat-
ed, unless such funds or property or an amount in lieu thereof 
equal to the amount or value of such funds or property were 
repaid to the trust within one year from the end of the fiscal year, 
and it is established by subsequent events or otherwise that the 
repayment was not made as part of a series of appropriations and 
repayments. 1961-62, c. 23, s. 18, part. 
(9) Where the Minister is deemed to have revoked theregistra- Hule;i 
tion of a profit sharing plan as a deferred profit sharing plan under ~~~!~~~~ 
subsection 3, the plan, hereinafter referred to as the "revoked plan 
plan", shall be deemed, for the purposes of this Act, not to be a 
deferred profit sharing plan, and, notwithstanding any other 
provision of this Act, the following rules shall apply: 
1. Subsection 5 does not apply to exempt the trust gov-
erned by the plan from tax under sectiion 5 upon the 
taxable income of the trust for a fiscal year in which, at 
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2. No deduction shall be made by a corporation in comput-
ing its income for a fiscal year in respect of an amount 
paid by it under the plan at a time when it was a revoked 
plan. 
3. There shall be included in computing t he income of a 
corporation for a fiscal year the amount or value of any 
funds or property appropriated to or for the benefit of 
the corporation in the fiscal year that, by virtue of 
subsection 8, would have been so included if the revoked 
plan had been a deferred profit sharing plan at the time 
of the appropriation of the funds or property. 
4. The revoked plan shall be deemed, for the purposes of 
this Act, not to be an employees profit sharing 
plan. 1961-62, c. 23, s. 18, part; 1968, c. 20, s. 26 (6). 
(10) Where the terms of an arrangement under which a 
corporation makes payments to a trustee specifically provide that 
the payments shall be made "out of profits", such arrangement 
shall be deemed, for the purpose of clause b of subsection 1, to be 
an arrangement for payments "computed by reference to the 
profits of a corporation from its business". 1961-62, c. 23, s. 18, 
part. 
54. Where a corporation to which the provisions of section 
79D of the Income Tax Act (Canada) apply, it is hereby declared 
that the .amount to be included in its income for the purposes of 
this section shall be the same as is required to be included for the 
purposes of section 79D of the Income Tax Act (Canada). 1970, 
c. 69, s. 14. 
Undistributed Income 
55.-(1) Where funds or property of a corporation have, at a 
time when the corporation had undistributed income on hand, 
been distributed or otherwise appropriated in any manner what-
soever to or for the benefit of one or more of its shareholders on the 
winding-up, discontinuance or reorganization of its business, a 
dividend shall be deemed to have been received at that time by 
each shareholder equal to the lesser of, 
(a) the amount or value of the funds or property so 
distributed or appropriated to him; or 
(b) his portion of the undistributed income then on hand. 
(2) Where a corporation has, ata time when it had undistribut-
ed income on hand, 
(a) redeemed or acquired any of its common shares or 
reduced its common stock; or 
(b) converted any of its common shares into shares other 
than common shares or into some obligation of the 
corporation, 
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a dividend shall be deemed to have been received at that time by 
each of the persons who held any of the shares at that t ime equal 
to the lesser of, 
(i) the amount received or the value of that which was 
received by him for or in respect of the shares or the 
reduction or conversion, or 
(ii) his portion of the undistributed income then on 
hand. 
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(3) Where the whole or any part of the undistributed income t:ndistri-
on hand of a corporation has been capitalized, a dividend shall be fn~i~e 
deemed to have been received by each of the persons who held any capitalized 
of its shares immediately before the capitalization equal to the 
shareholder's portion of the undistributed income that was 
capitalized. 
( 4) Where under this section a dividend has been deemed to t:ndistri-
have been received, the undistributed income on hand of the f~c~~c 
corporation paying it shall be deemed to have been reduced by the reduced 
amount that the sharel:olders are so deemed to have received. 
(5) Where a corporation has paid a stock dividend, the corpo- s~~k 
ration shall for the purpose of subsection 3 be deemed to have dividend 
capitali:;i;ed immediately before the payment undistributed in-
come on hand equal to the lesser of, 
(a) the undistributed income then on hand; or 
(b) the amount of the stock dividend. 
(6) Except where the corporation is a non-resident corporation :'\on-resident 
more than 50 per cent of the share capital of which having full corporation 
voting rights under a!E circumstances belongs to non-residents, 
this section is applicable in computing the income of the share-
holder for the purpose of this Part , whether or not the corporation 
had a permanent establishment in Can,ada. R.S.O. 1960, c. 73, 
s. 54 (1-6). 
(7) Where a corporation has at any time increased its paid-up w~ere 
capital otherwise than by, ~:~1~~( 
( ) f k d . .d d increased a payment o a stoc 1v1 en ; or 
(b) a t ransaction that has increased the assets of, or reduced 
the liabilities of, the corporation by an amount not less 
t han the amount by which its paid-up capital has been 
increased, 
the corporation shall, for the purpose of subsection 3, be deemed 
to have capitalized at that time undistributed income on hand 
equal to the lesser of, 
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(d) the amount by which the corporation's paid-up capital 
was so increased, minus the amount, if any, by which the 
assets of the corporation have been increased or the 
liabilities of the corporation have been reduced by 
virtue of the increase in its paid-up capital. R.S.O. 
1960, c. 73, s. 54 (7); 1960-61, c. 14, s. 5. 
56.- (1) In this Act, "undistributed income on hand" of a 
corporation at the end of or at any time in a specified fiscal year 
means the aggregate of the incomes of the corporation for the 
fiscal years beginning with the fiscal year that ended in 1917 and 
ending with the specified fiscal year minus the aggregate of the 
following amounts for each of those years: 
1. Each loss sustained by the corporation for a fiscal year. 
2. Each expense incurred or disbursement made by the 
corporation during one of those years that was not 
allowed as a deduction in computing income for one of 
those years under this Part, except, 
(i) an expense incurred or a disbursement made in 
respect of the acquisition of property, including 
goodwill, or the repayment of loans or capital, 
(ii) an outlay or expense the deduction of which was 
not allowed by reason of subsection 3 of section 24, 
or 
(iii) unless the undistributed income on hand is being 
determined for the purpose of subsection 1 of 
section 55, any part of the payment referred to in 
section 50 that has not been allowed as a deduction 
in computing income of one of those years. 
3. The amount by which all capital losses sustained by the 
corporation in those fiscal years exceeds all capital 
profits or gains made by the corporation in those fiscal 
years. 
4. All amounts by which under other provisions of this Act 
the undistributed income on hand of the corporation has 
been deemed to have been reduced previous to the 
specified fiscal year. 
5. D ividends paid by the corporation in those fiscal years 
except a d ividend that was paid exclusively out of a 
surplus or accumulated profits on hand before the 1st 
day of January, 1917, and that was not taxable under 
the Income War Tax Act (Canada) as income of the 
recipient other than a dividend or any part of a dividend 
that is established to have been paid out of income for 
the fiscal year ending in 1917 that was earned before the 
1st day of January, 1917, minus the aggregate of 
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amounts if any that were deductible by the shareholders 
in respect of the dividends under the regulations made 
under subsection 3 of section 23 or that would have been 
so deductible if the shareholders had been taxable under 
section 5 for the fiscal year in which the dividends were 
received. 
6. Premiums determined in the manner provided by sub-
section 3 paid by the corporation on redemption or 
acquisition of any of its shares other than common 
shares. 
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(2) A shareholder's portion of undistributed income on hand of Share-
a corporation at any time, or any portion thereof, means the ~~~1'~~· 
amount that would have been payable to him on the winding-up 
of the corporation at that time if the subscribed capital had been 
repaid and what remained to be distributed on the winding-up 
were an amount equaJ to the undistributed income on hand at 
that time, or the portion of it, as the case may be. 
(3) For the purpose of this section, a share has been redeemed Premiums 
or acquired at a premium if the amount payable by the corpora- ~:demption 
tion in respect of the redemption or acquisition exceeds, or ... 
a.cquis1t1on 
(a) the par value of the share if it had a par value· or of cnpitaJ 
' ' stock 
(b) if the share had no par value, the proportion of the 
paid-up capital of the corporation, immediately before 
the redemption or acquisition of the share, with respect 
to the class of shares to which the share belongs that 1 is 
of the number of issued shares of the class immediately 
before the redemption or acquisition of the share, 
and the premium is the amount of the excess. 
(4) Notwithstanding anything contained in subsection 1, the !--ire 
undistributed income of a life insurance corporation on hand at ~~~~~~~fons 
any time means the amount that is at the credit of its sharehold-
ers' account at that time. 
(5) For the purpose of paragraph 1 of subsection 1, "loss" for a Interpre-
fiscal year means a loss computed by applying mulatis muta?Ulis t.ation 
the provisions of this Part respecting the computation of the 
income of the corporation. 
(6) Where subsection 1 is being applied to determine the I?etermina-
undistributed income on hand of a corporation at a specified time tion 
in a fiscal year after a dividend has been deemed by section 55 to 
have been received from the corporation in the fiscal year, the 
undistributed income on hand at the specified time is the 
undistributed income on hand of the corporation determined in 
accordance with the terms of subsection 1 minus the amount of 
the dividends that have been so deemed to have been received 





Chap. 91 CORPORATIONS TAX Sec. 56 (7) 
(7) Where in the case of a corporation referrred t-0 in subsection 
23 of section 58 as a "predecessor corporation" subsection I is 
being applied to determine the undistributed income of the 
corporation on hand at any specified time after such time after 
1954 as all or substantially all of the property of the corporation 
described in subsection 23 of section 58 has been acquired as 
described in that subsection, there shall not be included in the 
amount or amounts deductible under any paragraph of subsec-
tion 1 any amount in respect of expenses incurred by the 
corporation included in the aggregate determined under clause c 
of subsection 23 of section 58. 
(8) For the purpose of paragraph 3 of subsection 1, 
(a) where depreciable property of a corporation as defined 
by subsection 4 of section 32 has been disposed of in 1949 
or a subsequent fiscal year, the capital loss arising from 
the disposition shall be deemed not to be more than the 
actual capital cost of the property to the corporation 
minus the capital cost thereof as determined for the 
purpose of section 32; and 
(b) where depreciable property of a corporation as defined 
by subsection 4 of section 32 has been disposed of in 1949 
or a subsequent fiscal ye·ar, the capital profit or gain 
arising from the disposition shall be deemed not to be 
more than the proceeds of the disposition as defined in 
that subsection minus the capital cost of the property to 
the corporation as determined for the purpose of section 
32. 
Idem (9) Where in the calculation of the undistributed income on 
hand of a corporation at any time there have been included in, 
(a) computing the amount determined by paragraph 5 of 
subsection 1; or 
(b) computing the amount by which the undistributed 
income on hand is deemed to be reduced by virtue of 
subsection 4 of section 55,. 
amounts that were not included in computing the income of the 
shareholders but that would have been so included if it were not 
for section 39, and the aggregate of those amounts exceeds the 
aggregate of the incomes of the corporation that were by section 
39 deemed to have been distributed to its shareholders, the 
undistributed income of the corporation on hand at that time 
shall be deemed to be the amount that it would be if the aggregate 
of the deductions permitted by paragraphs 1 to 5 of subsection 1 
were reduced by an amount equal to the excess. R.S.O. 1960, 
c. 73, s. f>5 (1-9). 
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(10) I n the computation of a loss for the purpose of paragraph Farming loss 
1 of subsection 1, there shall not be included a loss sustained by a 
corporation in its farming business for a fiscal year in respect of 
which the Minister has determined under section 25 that the chief 
source of income of the corporation is neither farming nor a 
combination of farming and some other source of income except to 
the extent that the loss has been deducted in computing taxable 
income for a fiscal year under paragraph 3 of subsection 1 of 
section 37. R.S.O. 1960, c. 73, s. 55 (10); 1968, c. 20, s. 27 (1). 
(1 1) Where the Minister has determined under section 25 that Idem 
the chief source of income of a corporation for a fiscal year is 
neither farming nor a combination of farming and some other 
source of income, no expense or disbursement shall be included in 
the amount deductible under paragraph 2 of subsection I if the 
amount thereof is included in the computation of a loss sustained 
by the corporation for the fiscal year in its farming busi-
ness. R.S.O. 1960, c. 73, s. 55 (11); 1968, c. 20, s. 27 (2). 
(12) For the purpose of computing the undistributed income Mining 
on hand of a corporation under subsection 1, the income of the income 
corporation for a fiscal year shall, if subsection 4 of section 57 was 
applicable in the computation thereof, be deemed to be the 
amount that it would have been if subsection 4 of section 57 had 
not been applicable. 
( 13) Where more than 50 per cent of the issued share capital of Cont.rol 
a Corporation has, between a time When the COrporatiOn Ceased to r~Utli~c;' of 
carry on active business and a time when it commenced to carry business 
on active business again, been acquired by a person or persons 
who did not own any of the shares in the corporation at the time 
when it so ceased to carry on active business, if the corporation 
had no undistributed income on hand at the fatter time, the 
reference in subsection 1 to "the fiscal year that ended in 1917" 
shall be deemed to be a reference to the fiscal year in which the 
corporation so commenced to carry on active business again. 
(14) A person who has a right under a contract, in equity or A~isition 
otherwise, either immediately or in the future and either absolute- of 8 ares 
ly or contingently, to, or to acquire, shares in a corporation shall 
be deemed for the purpose of subsection 13 to have acquired the 
shares a.t the time he acquired the right. 
(15) Where all of the assets and liabilities of an insurance Insurance 
corporation incorporated under or pursuant to the laws of a corporat ions 
province, hereinafter in this subsection referred to as the "old 
corporation", have at a time when the corporation had undis-
tributed income on hand been acquired by an insurance corpora-
tion incorporated under or pursuant to an Act of the Parliament 
of Canada, hereinafter in this subsection referred to as the "new 
corporation", under an arrangement whereby it is contemplated 
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carried on by the old corporation, and the paid-up capital of the 
new corporation was not, at the time of the acquisition of such 
assets and liabilities, less than the paid-up capital of the old 
corporation at that time, 
(a) the amount of the dividend deemed by section 55 to 
have been received at that time by each of the persons 
who held any of the shares of the old corporation at that 
time shall be deemed to be the amount otherwise so 
deemed to have been received at that time by each such 
person minus the amount paid up on the shares of the 
old corporation so held by him; and 
(b) the undistributed income of the new corporation on 
hand immediately after that time as determ ined under 
subsection 1 shall be deemed to be the amount otherwise 
determined thereunder plus the amount of the undis-
tributed income of the old corporation on hand immedi-
ately before that time. R.S.O. 1960, c. 73, s. 55 (12-15 ). 
Mining 
5 7 .-(1) In this section, 
(a) "minerals" does not include petroleum or natural gas; 
(b) "mining property" means a right to prospect; explore or 
mine for minerals or a property the principal value of 
which depends upon its mineral content; 
(c) "prospector" means an individual who prospects or 
explores for minerals or develops a property for minerals 
on behalf of himself, on behalf of himself and others, or 
as an employee. R.S.0. 1960, c. 73, s. 56 (1). 
(2) An amount that would otherwise be included in computing 
the income for a fiscal year of a corporation that has, either under 
an arrangement with the prospector made before the prospecting, 
exploration or development work or as employer of the prospec-
tor, advanced money for, or paid part or all of, the expenses of 
prospecting or exploring for minerals or of developing a property 
for minerals, shall not be included in computing the income of t he 
corporation for the fiscal year if it is the consideration for, 
(a) an interest in a mining property acquired under the 
arrangement under which the corporation made t he 
advance or paid the expenses, or, if the prospector was 
the employee of the corporation, acquired by the corpo-
ration through the employee's efforts; or 
(b) shares of the capital stock of another corporation re-
ceived by the corporation in consideration for property 
described in clause a that the corporation has disposed 
of to the corporation issuing the shares, 
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unless it is an amount received by the corporation in the fiscal 
year as or on account of a rent, royalty or similar 
payment. 1966,c.30,s.8. 
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(3) Clause b of subsection 2 does not apply, Nou-
apptication 
(a) in the case of a corporation that disposes of the shares 
while or after carrying on a campaign to sell the shares of 
the issuing corporation to the public; or 
(b) to shares acquired by the exercise of an option to 
purchase shares received as consideration for property 
described in clause a of subsection 2. 
(4) Subject to the prescribed conditions, there shall not be Exemption 
included in computing the income of a corporation income ~°:."~~ree 
derived from the operation of a mine during the period of 
thirty-six months commencing with the day on which the mine 
came into production. R.S.0. 1960, c. 73, s. 56 (3, 4). 
(5) In subsection 4, Interpre-
tation 
(a) "mine" does not include an oil well, gas well, brine well, 
sand pit, gravel pit, clay pit, shale pit or stone quarry 
(other than a deposit of oil shale or bituminous sand), 
but does include a well for the extraction of material 
from a sylvite deposit and a ll such wells, the material 
produced from which is sent to a single plant for 
processing, shall be deemed to be one mine; and 
(b) "production" means production in reasonable commer-
cial quantities. R.S.0.1960,c. 73,s.56(5);1967,c.15, 
s. 7. 
Exploration, Prospecting and Development Expenses 
58.-(1) A corporation the principal business of which is IJedu~tion 
production, refining or marketing of petroleum, petroleum pro- ~rom income 
ducts or natural gas or exploring or drilling for petroleum or petro~eu~ 
natural gas may deduct in computing its income under this Part ~~~na ur~ 
for a fiscal year the lesser of, corporations 
(a) the aggregate of such of the drilling an d exploration 
expenses, including all general geological and geophysi-
cal expenses, incurrred by it on or in respect of exploring 
or drilling for petroleum or natural gas in Canada as 
were incurred during the calendar years 1949 to 1952, to 
the extent that they were not deductible in computing 
income for a previous fiscal year; or 
(b) of that aggregate, ~n amount equal to the income of the 
corporation for the fiscal year, 
(i) if no deduction were allowed under clause b of 
subsection 2 of section 23, and 
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minus the deductions allowed for the fiscal year by subsections 23 
and 27 of this section and by subsection I of section 38. R.S.O. 
1960, c. 73, s. 57 ( I); 1962-63, c. 26, s. 8 (L). 
(2) A corporation the principal business of which is mining or 
exploring for minerals may deduct in computing its income under 
this Part for a fiscal year the lesser of, 
(a) the aggregate of such of the prospecting, exploration 
and development expenses incurred by it in searching 
for minerals in Canada as were incurred during the 
calendar year 1952, to the extent that they were not 
deductible in computing income of a previous fiscal 
year; or 
(b) of that aggregate an amount equal to its income for the 
fiscal year, 
(i) if no deduction were allowed under clause b of 
subsection 2 of section 23, and 
(ii) if no deduction were allowed under this section, 
minus the deductions allowed for the fiscal year by 
subsections 23 and 27 of this section and by subsection 1 
of section 38, 
if the corporation has filed certified statements of such expenses 
and has satisfied the Minister that it has been actively engaged in 
prospecting and exploring for minerals in Canada by means of 
qualified persons and has incurred these expenses for such 
purpose~. R.S.O. 1960, c. 73, s. 57 (2); 1962-63, c. 26, s. 8 (2); 
1968, c. 20, s. 28 (1). 
(3) A corporation the principal business of which is, 
(a) production, refining or marketing of petroleum, pe-
t roleum products or natural gas, or exploring or drilling 
for petroleum or natural gas; or 
(b) mining or exploring for minerals, 
may deduct in computing its income under this Part for a fiscal 
year the lesser of, 
(c) the aggregate of such of, 
(i) the drilling and exploration expenses, including all 
general geological and geophysical expenses, in-
curred by it on or in respect of exploring or drilling 
for petroleum or natural gas in Canada, and 
(ii) the prospecting, exploration and development ex-
penses incurred by ~t in searching for minerals in 
Canada, 
as were incurred after the calendar year 1952 and before 
the 11th day of April, 1962 to the extent that they were 
not deductible in computing income for a previous fiscal 
year; or 
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(d) of that aggregate, an amount equal to its income for the 
fiscal year, 
(i) if no deduction were allowed under clause b of 
subsection 2 of section 23, and 
(ii) if no deduction were allowed under this section, 
minus the deductions allowed for the fiscal year by 
subsections l, 2, 23 and 27 of this section and by 
subsection 1 of section 38. R.S.O. 1960, c. 73, s. 57 (3); 
1962-63, c. 26, s. 8 (3, 4). 
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( 4) A corporation, other than a corporation described in Halite or 
subsection 3, the principal business of which is production or ~ilii~~ and 
marketing of sodium chloride or potash or the business of which exploration 
includes manufacturing products the manufacturing of which expenses 
involves processing sodium chloride or potash, may deduct, in 
computing its income under this Part for a fiscal year, the drilling 
and exploration expenses incurred by it in the fiscal year on or in 
respect of exploring or drilling for halite or sylvite. 1960-61, 
c. 14, s. 6. 
(5) A corporation the principal business of which is, Deduction 
from 
(a) production, refining or marketing of petroleum pe- income or . ! . petroleum 
troleum products or natural gas, or explormg or dnllmg corporation, 
etc. for petroleum or natural gas; 
(b) mining or exploring for minerals; 
(c) processing mineral ores for the purpose of recovering 
metals therefrom; 
(d) a combination of, 
(i) processing mineral ores for the purpose of recover-
ing metals therefrom, and 
(ii) processing metals recovered from the ores so proc-
essed; 
(e) fabricating metals; or 
(J) operating a pipe line for the transmission of o il or 
natural gas, 
may deduct, in computing its income under this Part for a fiscal 
year, the lesser of, 
(g) the aggregate of such of, 
(i) the drilling and exploration expenses, including all 
general geological and geophysical expenses, in-
curred by it on or in respect of exploring or drilling 
for petroleum or natural gas in Canada, and 
(ii) the prospecting, exploration and development ex-
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as were incurred after the 10th day of April, 1962, and 
before the end of the fiscal year, to the extent that they 
were not deductible in computing income for a previous 
fiscal year; or 
(h) of t hat aggregate, an amount equal to its income for the 
fiscal year, 
(i) if no deduction were allowed under clause b of 
subsection 2 of section 23, and 
(ii) if no deduction were allowed under this section, 
minus the deductions allowed for the fiscal year by 
subsections 1, 2, 3, 22, 23 and 27 of this section and by 
subsection 1 of section 38. 1962-63, c. 26, s. 8 (5), part; 
1964, c. 11, s. 11 (1). 
(6) In its application to any corporation described in clause! of 
subsection 5, clause g of subsection 5 shall be read and construed 
as though there were substituted for the expression" 10th day of 
April, 1962", where it appears therein, the expression "13th day 
of June, 1963" . 1964, c. 11, s. 11 (2). 
(7) A joint exploration corpora ti on may, in a fiscal year, elect 
in prescribed form to renounce in favour of another corpo_ration 
described in subsection 5 an agreed portion of the aggregate or 
such of, 
(a) the drilling and exploration expenses, including all 
general geological and geophysical expenses, incurred 
by the joint exploration corporation on or in respect of 
exploring or drilling for petroleum or natural gas in 
Canada; and 
(b) the prospecting, exploration and development expenses 
incurred by the joint exploration corporation in search-
ing for minerals in Canada, 
as were incurred by the joint exploration corporation, during a 
period, after the calendar year 1956 and before the 11th day of 
April, 1962, throughout which the other corporation was a 
shareholder corporation, to the extent that the aggregate of such 
expenses exceeds any amount deductible under subsection 3 in 
respect thereof by the joint exploration corporation in computing 
its income for any fiscal year previous io the year in which the 
election was made, and upon the election the said agreed portion, 
(c) shall be deemed, for the purpose of subsection 5, to be 
expenses described in clauses a and b incurred by the 
other corporation in the fiscal year of the corporation in 
which the election was made; and 
(d) shall be subtracted from the aggregate described in 
clause c of subsection 3 in determining the amount 
deductible by the joint exploration corporation under 
subsection 3 in computing its income. 
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(8) A joint exploration corporation may, in a fiscal ,Year, elect Idem 
in prescribed form to renounce in favour of another corporation 
described in subsection 5 an agreed portion of the aggregate of 
such of, 
(a) the dr illing and exploration expenses, including a ll 
general geological and geophysical expenses, incurred 
by the joint exploration corporation on or in respect of 
exploring or drilling for petroleum or natural gas in 
Canada; and 
(b) the prospecting, exploration and development expenses 
incurred by t he joint exploration corporation in search-
ing for minerals in Canada, 
as were incurred by the joint exploration corporation during a 
period, after the 10th day of April, 1962, and before the end of the 
fiscal year, throughout which the other corporation was a share-
holder corporation, to the extent that the aggregate of such 
expenses exceeds any amount deductible under subsection 5 in 
respect thereof by the joint exploration corporation in computing 
its income for any taxation year previous to the year in which the 
election was made, and upon the election the said agreed portion, 
(c) shall be deemed, for the purpose of subsection 5, to be 
expenses described in clauses a and b incurred by the 
other corporation in the fiscal year of the corporation in 
which the election was made; and 
(d) shall be subtracted from the aggregate described in 
clause g of subsection 5 in determining the amount 
deductible by the joint exploration corporation under 
subsection 5 in computing its income. 
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(9) For the purposes of subsections 7 and 8, I nterpre-
tation 
(a) "joint exploration corporation" means a corporation, 
(i) whose principal business. is of a class described in 
clause a orb of subsection 3, and 
(ii) that has not at any time since its incorporation had 
more than ten shareholders, not including any 
individual holding a share for the sole purpose o{ 
qualifying as a director; 
(b) a "shareholder corporation" of a joint exploration cor-
poration means a corporation that for the period in 
respect of which the expression is being applied, 
(i) was a shareholder of the joint exploration corpora-
tion, 
(ii) was a corporation whose principal business was oif 
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(iii) made payments to the joint exploration corpora-
tion in respect of the expenses incurred by the joint 
exploration corporation referred to iin clauses a and 
b of subsection 7 or 8, as the case may be; and 
(c) " agreed portion" in respect of a. corporation that was a 
shareholder corporation of a joint exploration corpora-
tion means such amount as may be agreed upon between 
the joint exploration corporation and the other corpora-
tion not exceeding, 
(i) the payments referred to in subclause iii of clause b 
made by the other. corporation to the joint explora-
tion corporation during the period it was a share-
holder corporation in respect of the expenses in-
curred by the joint exploration corporation referred 
to in clauses a and b of subsection 7 or 8, as the case 
maybe, 
minus, 
(ii) the aggregate of the amounts, if any, previously 
renounced by the joint exploration corporation 
under subsection 7 or 8, as the case may be, in 
favour of the other corporation. 1962-63, c. 26, 
s. 8 (5), part. 
( 10) A corporation, other than a corporation described in 
subsection 5, may deduct, in computing its income under this 
Part for a fiscal year, the lesser of, 
(a) the aggrngate of such of, 
(i) the drilling and exploration expenses, including all 
general geological a.nd geophysical expenses, in-
curred by it on or in respect of exploring or drilling 
for petroleum or natural gas in Canada, and 
(ii) the prospecting, exploration and development ex-
penses incurred by it in searching for minerals in 
Canada, 
as were incurred after the 10th day of April, 1962, and 
before the end of the fiscal year, to the extent that they 
were not deductible in computing income for a previous 
fiscal year; or 
(b) of that aggregate, an amount equal to the aggregate of, 
(i) its income for the fiscal year from operating an oil 
or gas well in Canada in which the corporation has 
an interest, 
(ii) its income for the fiscal year from royalties in 
respect of an oil or gas well in Canada, and 
(iii) any amount included in computing its income for 
the taxation year by virtue of subsection 16, 
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if no deductions were allowed under clause b of subsection 2 of 
section 23. 1966, c. 30, s. 9 (1). 
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(11) In computing a deduction under subsection l or 3, no Limitation 
amount shall be included in respect of a payment for or in respect r~r:.~~~r~~s 
of a right, licence or privilege_ to explore for, drill for or ta~e ~i~ilh~~d 
petroleum or natural gas, acqmred before the 11th day of April, rights 
1962, other than an annual payment not exceeding $1 per 
acre. 1'964, c. 11, s. 11 (3). 
( 12) Where a corporation has, after the 10th day of April, 1962, Exsior.ation 
acquired under an agreement or other contract or arrangement a ~ht~~•llmg 
right, licence or privilege to explore for, drill for or take in Canada ~:a:::i~l\:i~ 
petroleum, natural gas or other related hydrocarbons, except 
coal, under which agreement, contract or arrangement there was 
not acquired any other right to, over or in respect of the land in 
respect of which such right, licence or privilege was so acquired 
except the right, 
(a) to explore for, drill for or take materials and substances, 
whether liquid or solid and whether hydrocarbons or 
not, produced in association with the petroleu rn, natural 
gas or other related hydrocarbons, except coal, or found 
in any water contained in an oil or gas reservoir; or 
(b) to enter upon, use and occupy so much of the land as 
may be necessary for the purpose of exploiting such 
right, licence or privilege, 
an amount paid in respect of the acquisition thereof shall, for the 
purposes of subsections 5, 8 and 10, be deemed to be a drilling or 
exploration expense on or in respect of exploring or drilling for 
petroleum or natural gas in Canada incurred at the time of such 
payment. 
(13) In its application for the purposes of subsection 8, sub- Idem 
section 12 shall be read and construed as though there were 
substituted for the expression "after the 10th day of April, 1962", 
where that expression appears therein, the expression "after the 
10th day of April, 1962, and before the 27th day of April, 
1965". 1966, c. 30, s. g (2). 
(14) Where a right, licence or privilege to explore for, drill for Receipw_for 
k · C d I 1 h I d exploral1on or ta e in ana a petro eum, natura gas or ot er re ate or drilling 
hydrocar bons, except coal, is disposed of after the 10th day of r~~~~ed in 
April, 1962 and before the 23rd day of October, 1968, inwme 
(a) by a corporation described in subsection 5; or 
(b) by a corporation, other than a corporation d~cribed in 
subsection 5, that was at the time of acquisition of such 
right, licence or privilege a corporation described in 
subsection 5, 
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any amount received by the corporation as consideration for the 
disposition thereof shall be included in computing its income for 
its fiscal year in which the amount was received unless the 
corporation acquired such right, licence or privilege before the 
11th day of April, 1962, and disposed of it before the 9th day of 
November, 1962. 1966, c. 30, s. 9 (3); 1970, c. 69, s. 15 (1). 
Idem (15) Where a right, licence or privilege described in subsection 
14 was disposed of after the 22nd day of October, 1968, 
(a) by a corporation described in subsection 5; or 
(b) by a corporation, other than a corporation described in 
subsection 5, that was at the time of acquisit ion of such 
right, licence or privilege a corporation described in 
subsection 5, 
the amount receivable by the corporation as consideration for the 
disposition thereof shall be included in computing its income for 
its fiscal year in which the disposition was made, notwithstanding 
that the amount or any part thereof may not be received until a 
subsequent fiscal year. 
Idem (16) Where a right, licence or privilege to explore for, drill for 
or take in Canada petroleum, natural gas or other related 
hydrocarbons, except coal, that was acquired after the 10th day of 
April, 1962, by a corporation other than a corporation described 
in subsection 5 is subsequently disposed of, 
(a) before the 23rd day of October, 1968, any amount 
received by the corporation as consideration for the 
disposition thereof shall be included in computing its 
income for the fiscal year of the corporation in which the 
amount was received; or 
(b) after the 22nd day of October, 1968, the amount 
receivable by the corporation as consideration for the 
disposition thereof shall be included in computing its 
income for the fiscal year of the corporation in which the 
disposition was made, notwithstanding that the amount 
or any part thereof may not be received until a subse-
quent fiscal year. 
Ide m (17) Subsections 14, 15 and 16 do not apply to any disposition 
by a corporation of any right, licence or privilege described in 
subsection 12 or 14 unless such right, licence_ or privilege was 
acquired by the corporation under an agreement, contract or 
arrangement described in subsection 12. 1970, c. 69, s. 15 (2). 
Idem (18) For the purposes of subsections 14, 15 and 16, 
(a) where a corporation has disposed of any interest in land 
that includes a right, licence or privilege described in 
subsection 12 that was acquired under an agreement, 
contract or arrangement described in that subsection, 
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the proceeds of disposition of such interest shall be 
deemed to be proceeds of disposition of the right, licence 
or privilege; and 
(b) where a corporation has acquired a right, licence or 
privilege described in subsection 12 under an agreement, 
contract or arrangement described in that subsection 
and subsequently disposes of any interest, 
(i) in such right, licence or privilege, or 
(ii) in the production of wells situated on the land to 
which sueh right, licence or privilege relates, 
the proceeds of disposition of such interest shall be 
deemed to be the proceeds of disposition of the right, 
licence or privilege. 1962-63, c. 26, s. 8 (6), part; 1970, 
c. 69, s. 15 (3). 
(19) Subsections 10 and 16 do not apply in computing the Idem 
income for a fiscal year under this Part of a corporation the 
business of which includes trading or dealing in rights, licences or 
privileges to explore for, drill for or take in Canada petroleum, 
natural gas or other related hydrocarbons, except coal. 1966, 
c. 30, s. 9 (4), part. 
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(20) Notwithstanding subsection 11, where a corporation the Bonus 
principal business of which is of the class described in clause a orb payments 
of subsection 3 has after 1952 paid an amount, other than a rental 
or royalty, to the Government of Canada or of a province for, 
(a) the right to explore for petroleum or natural gas on a 
specified parcel of land in Canada, which right is, for . 
greater certainty, declared to include a right of the type 
commonly referred to as a "licence", "permit" or 
" reservation"; or 
(b) a legal lease of the right to take or remove petroleum or 
natural gas from a specified P¥Cel of land in Canada, 
and acquired the rights, before the 11th day of April, 1962, in 
respect of which the amount was so paid and the corporation has, 
before any well came into production on the land in reasonable 
commercial quantities, surrendered all the rights so acquired, 
including, in respect of a right of the kind described in clause a, all 
rights thereunder to any lease and all rights under any lease made 
thereunder, without receiving any consideration therefor or 
repayment of any part of the amount so paid, the amount so paid 
shall, for the purpose of subsection 5 or 8, be deemed to have been 
an expense incurred by the corporation as a drilling or exploration 
expense on or in respect of exploring or drilling for petroleum or 
natural gas in Canada during the fiscal year in which its rights 
weresosurrendered. R.S.0.1960,c. 73,s.57(5); 1962-63,c.26, 
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(21) For the purpose of this section, it is hereby declared that 
expenses incurred by a corporation on or in respect of exploring or 
drilling for petroleum or natural gas in Canada or in searching for 
minerals in Canada do not and never did include expenses so 
incurred by that corporation pursuant to an agreement under 
which it undertook to incur those expenses in consideration for, .• 
(a) shares of the capital stock of a corporation that owned or 
controlled the mineral rights; 
(b) an option to purchase shares of the capital stock of a 
corporation that owned or controlled the mineral rights; 
or 
(c) a right to purchase shares of the capital stock of a 
corporation that was to be formed for the purpose of 
acquiring or controlling the mineral rights. R.S.O. 
1960,c.73,s.57(6). 
(22) Notwithstanding subsection 21, a corporation the princi-
pal business of which is, 
(a) production, refining or marketing of petroleum, pe-
troleum products or natural gas and exploring or drilling 
for petroleum or natural gas; or 
(b) mining or exploring for minerals, 
may deduct in computing its income under this Part for a fiscal 
year the lesser of, 
(c) the aggregate of such of, 
(i) the drilling and exploration expenses, including all 
general geological and geophysical expenses, in-
curred by it on or in respect of exploring or drilling 
for petroleum or natural gas in Canada, and 
(ii) the prospecting, exploration and development ex-
penses incurred by it in searching for minerals in 
Canada, 
as were incurred after the calendar year 1953 and before 
the end of the fiscal year, 
(iii) pursuant to an agreement under which it under-
took to incur those expenses for a consideration 
mentioned in clause a, bore of subsection 21, and 
(iv) to the extent that they were not deductible in 
computing income for a previous fiscal year; or 
(d) of that aggregate, an amount equal to its income for the 
fiscal year, 
(i) if no deduction were allowed under clause b of 
subsection 2 of section 23, and 
(ii) if no deduction were allowed under subsection 5 or 
this subsection, 
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minus any deduction allowed for the fiscal year by 
subsection l of section 38, 
but where a corporation has incurred expenses the deduction of 
which from income for a fiscal year is authorized by this 
subsection, no deduct ion in respect of those expenses may be 
made under this section in computing the income of any other 
corporation for that or any other fiscal year. R.8.0. 1960, c. 73, 
s. 57 (7); H.162-63, c. 27, s. 8 (8) . 
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(23) Notwithstanding subsection 22, where a corporation, Prorci;:;r 
hereinafter in this subsection and in subsection 24 referred to as :::;~~r by 
the "successor corporation", the principal business of which is, corJJoration 
(a) production, refining or marketing of petroleum, pe-
troleum products or natural gas, or exploring or drilling 
for petroleum or natural gas; or 
(b) mining or exploring for minerals, 
has, at any time after 1954, acquired from a corporation, here-
inafter in this subsection and in subsection 24 referred to as the 
"predecessor corporation" , the principal business of which was 
production, refining or marketing of petroleum, petroleum pro-
ducts or natural gas, exploring or drilling for petroleum or natural 
gas, or mining or exploring for minerals, all or substantially all of 
the property of the predecessor corporation used by it in carrying 
on t hat business in Canada, t here may be deducted by the 
successor corporation in computing its income under this Part for 
a fiscal year the lesser of, 
(c) the aggregate of, 
(i) the drilling and exploration expenses, including all 
general geologica l and geophysical expenses, in~ 
curred by the predecessor corporation on or in 
respect of exploring or drilling for petroleum or 
natural gas in Canada, and 
(ii) the prospecting, exploration and development ex-
penses incurred by the predecessor corporation in 
searching for minerals in Canada, 
to t he extent that such expenses, 
(iii) were not deductible by the successor corporation in 
computing its income for a previous fiscal year and 
were not deductible by the predecessor corporation 
in computing its income for the fiscal year in which 
the property so acquired was acquired by the 
successor corporation or its income for a previous 
fiscal year, and 
(iv) would, but for the provisions of clause b of subsec-
tion 1, clause b of subsection 2, clause d of su bsec-
tion 3, clause h of subsection 5 and clause d of 
1124 
Application 
of subs. 23 
Chap. 9 l CORPORATIONS TAX Sec. 58 (23) (c) (iv) 
subsection 22, or of any of those clauses or this 
subsection, have been deductible by the predeces-
sor corporation in computing its income for the 
fiscal year in which the property so acquired was 
acquired by the successor corporation; or 
(d) of that aggregate, an amount equal to such. part of its 
income for the year, 
(i) if no deduction were allowed under clause b of 
subsection 2 of section 23, and 
(ii) if no deduction were allowed under this section; 
minus any deduction allowed for the fiscal year by 
subsection 1 of section 38, as may reasonably be regard-
ed as attributable to the production of petroleum or 
natural gas from wells, or the production of minerals 
from mines, situated on property from which the pre-
decessor corporation had, immediately before the ac-
quisition by the successor corporation of the property so 
acquired, a right to take or remove petroleum or natural 
gas or a right to take or remove minerals, 
and, in respect of any such expenses included in the aggregate 
determined under clause c, no deduction may be made under this 
section by the predecessor corporation in computing its income 
for a fiscal year subsequent to the fiscal year in which the property 
so acquired was acquired by the successor corporation. R.S.O. 
1960, c. 73, s . 57 (8); 1961-62, c. 23, s. 19 (1), els. (a, b); 1962-63, 
c. 26, s. 8 (9-11). 
(24) In applying the provisions of subsection 23 to determine 
the amount that may be deducted by a successor corporation in 
computing its income under this Part for a fiscal year, where the 
predecessor corporation has paid an amount other than a rental or 
royalty to the government of Canada or of a province for, 
(a) the right to explore for petroleum or natural gas on a 
specified parcel of land in Canada which right is, for 
greater certainty, declared to include a right of the type 
commonly referred to as a "licence", "permit" or 
"reservation"; or 
(b) a legal lease of the right to take or remove petroleum or 
natural gas from a specified parcel of land in Canada, 
if, before the predecessor corporation was entitled, by virtue of 
subsection 20, to any deduction in computing its income for a 
fiscal year in respect of the amount so paid, the property of the 
predecessor corporation was acquired by the successor corpora-
tion before the 11th day of April, 196-2 in the manner set out in 
subsection 23, and the successor corporation did, before any well 
came into production in reasonable commercial quantities, on the 
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land referred to in clause a orb surrender all the rights so acquired 
by the predecessor corporation including, in respect of a right of 
the kind described in clause a, all rights thereunder to any lease 
and all rights under any lease made thereunder without receiving 
any consideration therefor or payment of any part of the amount 
so paid by the predecessor corporation, the amount so paid by the 
predecessor corporation shall be added to the amount determined 
under clause c of subsection 23. 1961-62, c. 231 s. 19 (2); 1962-63, 
c. 26, s. 8 ( 12). 
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(25) A reference in subsection 3, 20, 22 or 23 t-0 a corporation, P rocessing 
the principal business of which is mining or exploring for minerals, corporations 
shall, for the purposes of this section and subsection 7 of section 
56, be deemed to include a reference to a corporation, the 
principal business of which is, 
(a) processing mineral ores for the purpose of recovering 
metals therefrom; 
(b) a combination of, 
(i) processing mineral ores for the purpose of recover-
ing metals therefrom, and 
(ii) processing metals recovered from the ores so proc-
essed; or 
(c) fabricating metals, 
but, in making applicable this section and subsection 7 of section 
56 to any such corporation, there shall be substituted, 
(d) for the references, respectively, in subsections 3, 20, 22 
and 23 to the years 1952, 1952, 1953, and 1954, .a 
reference in each case· to the year 1956; and 
(e) for the reference in subsection 7 of section 56 to the year 
1954, a reference to the year 1956. 1961-62, c. 23, s. 19 
(3). 
(26) For the purp~es of this section and section 66, "drilling ExtcJ'!dcd 
and exploration expenses" incurred on or in respect of exploring or !!ld';iill~~ ~~d 
drilling for petroleum or natural gas in Canada includes expenses explorati~n 
• expensel 
mcurred on or in respect of, 
(a) drilling or converting a well for the disposal of waste 
liquids from a petroleum or natural gas well in Canada; 
(b) drilling for water or gas for injection into a petroleum or 
natural gas formation in Canada; and 
(c) drilling or converting a well for the injection of water or 
gas to assist in the recovery of petroleum or natural gas 
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(27) Notwithstanding subsection 22, where a corporation, 
hereinafter in this subsection referred to as the "second successor 
corporation'', whose principal business is of the class described in 
subsection 5, has at any time after the 10th day of April, 1962, 
acquired from a corporation, hereinafter in this subsection re-
ferred to as the ''first successor corporation'', that was a successor 
corporation within the meaning of subsection 23, all or substan-
tially all of the property of the first successor corporation used by 
it in carrying on in Canada its principal business, there may be 
deducted by the second successor corporation, in computing its 
income under this Part for a fiscal year, the lesser of, 
(a) the aggregate determined by adding the expenses re-
ferred to in subclauses i and ii of clause c of subsection 23 
for the purpose of determining the deduction allowable 
to the first successor corporation under subsection 23 in 
computing its income for a previous fiscal year, to the 
extent that such expenses, 
(i) wer·e not deductible by the second successor corpo-
ration or any other corporation in computing its 
income for a previous fiscal year, and were not 
deductible by the first successor corporation in 
computing its income for the fiscal year in which 
the property so acquired was acquired by the 
second successor corporation, and 
(ii) would, but for the provisions of clause d of subsec-
tion 23, have been deductible by the first successor 
corporation in computing its income for the fiscal 
year in which the property so acquired was ac-
quired by the second successor corporation; or 
(b) of that aggregate, an amount equal to such part of its 
income for the fiscal year, 
(i) if no deduction were allowed under clause b of 
subsection 2 of section 23, and 
(ii) if no deduction were allowed under tihis section, 
minus a.ny deduction allowed for the fiscal year by 
subsection I of section 38, as may reasonably be regard-
ed as attributable to the production of petroleum or 
natural gas from wells, or the production of minerals 
from mines, situated on property from which the pre-
decessor of the first successor corporation within the 
meaning of subsection 23 had, immediately before the 
acquisition by the first successor corporation of t he 
property so acquired by the second successor corpora-
tion, a right to take or remove petroleum or natural gas 
or a right to take or remove minerals, 
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and, in respect of any such expenses included in the aggregate 
determined under clause a, no deduction may be made under this 
section by the first successor corporation in comput ing its income 
for a fiscal year s ubsequent to its fiscal year in which the property 
so acquired was acquired by the second successor 
corporation. 1962-63, c. 26, s. 8 (13). 
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(28) For the purpose of this section and section 66, there s hall gxte~dcd 
b d d t d · t" mcanmg of e e uc e m compu mg, drilling 
( ) d ·11· d 1 . . db and cx-a n mg an exp oration expenses mcurre y a corpora- ploration 
t ion on or in respect of exploring or drilling for pe- ~~~;~-




(b) prospecting, exploration and development expenses in- ~~~g~ent 
curred by a corporation in searching for minerals in expenses 
Canada, 
subject to the approva l of the Minister, any amount paid to the 
corporation under the Northern Mineral Exploration .4ssistance 
Regulations (Canada) made under an Appropriation Act (Cana-
da) that provides for payments in respect of the Northern 
Mineral Grants Program, and there shall be included in comput-
ing such expenses, any amount, except an amount in respect of 
interest, paid by the corporation under the Northern Mineral 
Exploration Assistance Regulations (Canada) to Her ·Majesty in 
right of Canada. 1968, c. 20, s. 28 (2). 
(29) For the purposes of this section and section 66, " d rilling Drilling.and 
and exploration expenses" incurred on or in respec t of exploring or ~~~~ion 
drilling for petroleum or natural gas in Canada includes an annual 
payment made for the preservation of a right, licence or privilege 
described in subsection 12. 1966, c. 30, s . 9 (4), part. 
(30) Where a corporation has incurred expenses that may be Qei:eral 
f . d h . . f h' hm1ta t1on deducted rom income un er more t an one prov1s1on o t 1s 
section, it is not entitled to make the deduction under more than 
one provis ion but is entitled to select the provision under which to 
make the deduction. 
(31) Where expenses are or have been under this section or E~n~ 
corresponding sections of Acts referred to in subsection 12 of ~nd~~toblc 
section 83A of the Income Tax Act (Canada) deductible from or in certatin t 
cnnc mens 
computing the income of the corporation, or where any amount is deem~ not 
or has been deductible in respect of the expenses under any of :i~':i'c~%lc 
those provisions from taxes otherwise payabEe, it is hereby ~·~4~· 1952· 
declared that no amount in respect of the same expenses is or has 
been deductible under any other authority in computing the 
income or from the income of that corporation or any other 
corporat ion for that fiscal year or any other fiscal year. R.S.O. 
1960, c. 73, s. 57 (11, 12). 
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Crown Corporations 
59.-(l ) Where a corporation to which the exemptions pro-
vided by subsection 42 of section 5 and the specially reduced tax 
provided by subsection 18 of section 6 would otherwise apply is 
prescribed by regulation, such exemptions and specially reduced 
tax do not apply. R.S.O. 1960, c. 73, s. 58 (l); 1968-69, c. 18, s. 8. 
(2) Where a corporation prescribed in the regulations has 
acquired depreciable property before the commencement of the 
first fiscal year commencing after 1951, for the purpose of section 
32 and the regulations made under clause a of subsection 2 of 
section 23, that property shall be deemed to have been acquired at 
a capital cost equal to the amount that according to the books of 
the corporation was its value at the commencement of that fiscal 
year. 
(3) For the purpose of computing a deduction under paragraph 
3 of subsection 1 of section 37, a corporation prescribed in the 
regulations shall be deemed not to have had income or a Joos for a 
fiscal year before the first fiscal year commencing after 1951. 
(4) Where land has been transferred to a corporation pre-
scribed in the regulations for the purpose of disposition, the 
acquisition of the property by the corporation and any disposition 
thereof shall be deemed not to have been in the course of the 
business carried on by the corporation. R.S.O. 1960, c. 73, s. 58 
(2-4). 
Railway Companies 
60.-(1) Notwithstanding subsection 2 of section 59, where 
property of the following description, namely, 
(a) railway track or railway track grading; or 
(b) a crossing, 
has before 1956 been acquired by a corporation, that property 
shall for the purposes of section 32 and the regulations made 
under clause a of subsection 2 of section 23 be deemed to have 
been acquired at a capital cost equal to the amount that according 
to the books of the corporation was its value at the close of its 
fiscal year ending in 1955. 
(2) For the purpose of this section, in determining the amount 
that according to the books of the corporation was the value of 
any property at the close of its fiscal year ending in 1955, no 
amount shall be included in respect of property that at that t ime 
was leased from any other person. R.S.O. 1960, c. 73, s. 59 (I, 2). 
(3) Where any amount in respect of an expenditure incurred 
by a corporation on or in respect of the repair, replacement, 
alteration or renovation of depreciable property of the corpora-
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tion of a class prescribed by the regulations made for the purpose 
of this section is, under any uniform classification and system of 
1129 
accounts and returns prescribed by the Canadian Transport Rs c 
9
, 2 
Commission pursuant to the Railway Act (Canada), required to c . . 234 . I " ' 
be entered in the bookE of the corporation otherwise than as an 
expense, 
(a) no deduction may be made in respect of that expendi-
ture in computing the income of the corporation for a 
fiscal year; and 
(b) for the purpose of section 32 and the regulations made 
under clause a of subsection 2 of section 23, the corpora-
tion shall be deemed to have acquired at the time the 
expenditure was incurred depreciable property of that 
class at a capital cost equal to that amount. R.S.O. 
1960, c. 73, s. 59 (3); 1967, c. 15, s. 8 (1). 
(4) In this section, "crossing" means any railway crossing of a lnt~rpre­
highway, or any highway crossing of a railway, and every manner t.ation 
of construction of the railway or of the highway by the elevation 
or depression of the one above or below the other, or by the 
diversion of one or the other, and any work ordered or authorized 
by the Canadian Transport Commission to be provided as one 
work for the protection, safety and convenience of the public in 
respect of one or more railways of as many tracks crossing or so 
crossed as the Canadian Transport Commission in its discretion 
determines. R.S.O. 1960, c. 73, s. 59 (4); 1967, c. 15, s. 8 (2). 
Special Reserves 
61.-(1) In computing the income of a corporation for a fiscal Special 
year, 
(a) every amount received in the fiscal year in the course of 
a business, 
(i) that is on account of services not rendered or goods 
not delivered before the end of the fiscal year or 
that for any other reason may be regarded as not 
having been earned in the fiscal year or a previous 
fiscal year, or 
(ii) under an arrangement or understanding that it is 
repayable in whole or in part on the return or resale 
to the corporation of articles in or by means of 
which goods were delivered to a customer, 
shall be included; 
(b) every amount receivable in respect of property sold or 
services rendered in the course of the business in the 
fiscal year shall be included notwithstanding that the 
amount is not receivable until a subsequent fiscal year 
unless the method adopted by the corporation for 
reserves 
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computing income from the business and accepted for 
the purpose of this Part does not require the corporation 
to include any amount receivable in computing its 
income for a fiscal year unless it has been received in 
that fiscal year; 
(c) subject to subsection 3, where amounts of a class 
described in subclause i or ii of clause a have been 
included in computing the income of a corporation from 
a business for the fiscal year or a previous fiscal year, 
there may be deducted a reasonable amount as a reserve 
in respect of, 
(i) goods that it is reasonably anticipated will have to 
be delivered after the end of the fiscal year, 
(ii) services that it is reasonably anticipated will have 
to be rendered after the end of the fiscal year, 
(iii) periods for which rent or other amounts for the 
possession or use of land or chattels have been paid 
in advance, or 
(iv) repayments under arrangements or understandings 
of the class described in subclause ii of clause a that 
it is reasonably anticipated will have to be made 
after the end of the fiscal year on the return or 
resale to the corporation of articles other than 
bottles; 
(d) where an amount has been included in. computing the 
income of a corporation from its business for the fiscal 
year or for a previous fiscal year in respect of property 
sold in the course of the business and that amount or a 
part thereof is not receivable, 
(i) where the property sold is property other than 
land, until a day that is, 
(A) more than two years after the day on which the 
property was sold, and 
(B) after the end of the fiscal year, or 
(ii) where the property sold is land, until a day that is 
after the end of the fiscal year, 
there may be deducted a reasonable amount as a reserve 
in respect of that part of the amount so included in 
computing the income that can reasonably be regarded 
as a portion of the profit from the sale; 
(e) where pursuant to subsection 15 or 16 of section 58, an 
amount has been included in computing the corpora-
tion's income for the fiscal year or for a previous fiscal 
year in respect of the disposition after the 22nd day of 
October, 1968, of a right, licence or privilege described in 
that subsection and that amount or a part thereof is not 
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receivable until a day that is after the end of the fiscal 
year, there may be deducted as a reserve in respect of 
t hat amount the part thereof that is not receivable until 
a day that is after the end of the fiscal year, and no 
deduction may be made in respect of that amount by 
virtue of clause d; and 
(/) there shall be included the amounts deducted under 
clauses c, d and e in computing the income of the 
corporation for the immediately preceding fiscal 
year. R.S.O. 1960, c. 73, s. 60 (1); 1961-62, c. 23, s. 20 
( 1); 1970, c. 69, s. 16 (1). 
(2) Clauses a and b of subsection 1 are enacted for greater 
certainty and shall not be construed as implying that any amount 
not referred to therein is not to be included in computing the 
income from a business for a fiscal year whether or not it is 




(3) Where an amount is deductible in computing income for a Special 
fiscal year under clause c of subsection 1 as a reserve in respect of, resc"·cs 
(a) articles of food or drink that it is reasonably anticipated 
will have to be delivered after the end of the fiscal year; 
or 
(b) transportation that it is reasonably anticipated will 
have to be provided after the end of the fiscal year, 
there shall be substituted for the amount determined thereunder 
an amount not exceeding the aggregate of the amounts included 
in computing the income of t he corporation from the business for 
the fiscal year that were received or receivable, depending upon 
the method regularly followed by the corporation in computing 
its profit, in the fiscal year in respect of, 
(c) articles of food or drink not delivered before H.e end of 
the fiscal year; or 
(d) transportation not provided before the end of the fiscal 
year, 
as the case may be. 
(4) Clause c of subsection 1 does not apply to allow a deduction Exception 
as a reserve in respect of guarantees, indemnities or warran-
ties. R.S.O. 1960, c. 73, s. 60 (2-4). 
(5) Clausec of subsection 1 does not apply to allow a deduction Unear_n~ 
to an insurance agent or broker in respect of unearned commis- commission 
s ions, bu t a corporation may in computing its income from a 
business as an insurance agent or a broker for a fiscal y ear deduct 
as. a reserve in respect of unearned com missions an amount equal 
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computing its income for the fiscal year or a previous fiscal year as 
a commission in respect of an insurance contract, other than a life 
insurance contract, that, 
is of, 
(a) the number of days in that portion of the period 
provided for in the insurance contract that is after the 
end of the fiscal year, -. 
(b) the whole of that period. 
(6) Clausec of subsection 1 does not apply to allow a deduction 
in computing the income of a corporation for a fiscal year from a 
business in any case where the income of the corporation for the 
fiscal year from that business is computed in accordance with the 
method authorized by subsection 1 of section 64. R.S.O. 1960, 
c. 73, s. 60 (6, 7). 
(7) Clause d of subsection 1 does not apply to allow a deduction 
in computing the income of a corporation for a fiscal year from a 
business in respect of property sold in the course of business where 
the corporation ceases to have a permanent establishment or 
becomes exempt from tax under ainy provision of this Act at any 
time in the fiscal year or in the immediately following fiscal 
year. 1968, c. 20, s. 29 (1). 
(8) Clause e of subsection 1 does not apply to allow a deduction 
in computing the income of a corporation for a fiscal year where 
the corporation, at any time in the fiscal year or in the immediate-
ly following fiscal year, 
(a) ceases to have a permanent establishment in Canada; 
(b) becomes exempt from tax under any provision of this 
Act; or 
(c) if incorporated outside Canada ceases to be liable for the 
income taxes imposed under the Act. 1970, c. 69, s. 16 
(3). 
(9) Ko corporation shall sell, pledge, assign or in any way 
dispose of any security received by it as payment in whole or in 
part for any property sold by it, where the corporation has set up a 
reserve in respect of the sale of the property under this section 
unless the corporation has provided the Minister, in writing, with 
the names of the purchaser, pledgee or assignee and with the 
amount of cash to be received by the corporation for the 
security. 1968, c. 20, s . 29 (2). 
(10) For the purpose of clause f of subsection 1, an amount 
determined under subsection 3 or an amount deducted under 
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subsection 5 shall be deemed to have been deducted under clause c 
of subsection 1. R.S.O. 1960, c. 73, s, 60 (8). 
Accounts Receivable 
1133 
62.- ( 1) Where a person who has been carrying on a business Sale or 
has, in a fiscal year, sold all or substantially all the property used ~=~~~e 
in carrying on the business, including the debts that have been or 
will be included in computing his income for that fiscal year or a 
previous fiscal year and that are still outstanding, and including 
the debts arising from loans made in the ordinary course of his 
business if part of his ordinary business was the lending of money 
and that are still outstanding, to a purchaser who proposes to 
continue the business which the vendor has been carrying on, if 
the vendor and the purchaser have executed jointly an election in 
prescribed form to have this section apply, the following rules are 
applicable: 
1. There may be deducted in computing the income of the 
vendor for the fiscal year an amount equal to the 
difference between the face value of the debts so sold, 
other than debts in respect of which t he vendor has 
made deductions under clause m of subsection l of 
section 23 and the consideration paid by the purchaser 
to the vendor for the debts so sold. 
2. An amount equal to the difference described in para-
graph 1 shall be included in computing the income of the 
purchaser for the fiscal year. 
3. The debts so sold shall be deemed for the purpose of 
clauses k and m of subsection 1 of section 23 to have been 
included in computing· the income of the purchaser for 
the fiscal year or a previous fiscal year, but no deduction 
may be made by the purchaser under clause m of 
subsection 1 of section 23 in respect of a debt in respect 
of which the vendor has previously made a deduction. 
4. Each amount deducted by the vendor in computing 
income for a previous fiscal year under clause m of 
subsection 1 of section 23 in respect of any of the debts so 
sold shall be deemed for the purpose of clause h of section 
17 to have been so deducted by the purchaser. R.S.O. 
1960,c. 73,s.61(1); 1965,c.22,s. 13. 
(2) An election executed for the purpose of subsection 1 shall Statement 
contain a statement by the vendor and the purchaser jointly as to ~~dvendor 
the consideration paid for t he debts sold by the vendor to the purchaser 
purchaser and that statement is, as against the Minister, binding 
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in respect of any matter arising under this Act. R.S.O. 1960, 
c.73, s.61(2);1968,c.20,s.30. 
Sale of Inventory 
63.-(1) Where upon or after disposing of or ceasing to carry 
on a business or a part of a business a corporation has sold all or 
any part of the property that was included in the inventory of the 
business, the property so sold shall for the purposes of this Part be 
deemed to have been sold by the corporation, 
(a) during the last fiscal year in which the corporation 
carried on the business or part of the business; and 
(b) in the course of carrying on the business. R.S.0. 1960, 
c. 73, s. 62 (1). 
(2) Where a person who has been carrying on a business has 
sold all or part of the property that was included in the inventory 
of the business, whether or not he has disposed of or ceased to 
carry on that business or a part of that business, to a person who 
has used all or part of the property rn sold as inventory of a 
business carried on or to be carried on by the pmchaser, and the 
amount of the consideration paid by the purchaser is, in part, 
consideration for the property so sold and, in part, consideration 
for something else, the following applies: 
I . Such part of the consideration as the vendor and the 
purchaser have in writing agreed to be the price paid for 
the property so sold shall be deemed, both for the 
purpose of computing income from the business of the 
vendor and for the purpose of computing income from 
the business of the purchaser, to be the price so paid. 
2. Where an agreement as contemplated by paragraph 1 
has not been filed with the Minister within sixty days 
after notice in writing by the Minister has been forward-
ed to the vendor and the purchaser that such an 
agreement is required for the purpose of any assessment 
of tax under this Act, such part of t he consideration paid 
as is fixed by the Minister shall be deemed to be the price 
agreed upon by them as the price paid for the properties 
so sold. R.S.O. 1960, c. 73, s. 62 (2); 1968, c. 20, s. 31. 
(3) A reference in this section to property that was included in 
the inventory 0£ a business shall be deemed to include a reference 
to property that would have been so included if the income from 
the business had not been computed in accordance with the 
method authorized by subsection 1 of section 64. R.S.O. 1960, 
c. 73, s. 62 (3). 
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Special Method of Computing Income: Sa.le of A ccounts 
Receivable 
1135 
6 4.- (1) For the purpose of computing the· income of a Cash method 
corporation for a fiscal year from a business of the following b';~~~~~  
description namely uor~ in 
' ' bus1 ncss of 
farming or 
(a) farming; or profcs..ion 
(b) a profession, 
the income from the business for that fiscal year shall, if the 
corporation so elects under subsection I of section 85F of the 8 
Income Tax Act (Canada), be computed in accordance with a ~·,4~· 19.52, 
method (hereinafter in this section referred to as the "cash" 
method) whereby the income therefrom for that fiscal year shall 
be deemed to be an amount equal to, 
(c) the aggregate of all amounts that, 
minus, 
(i) were received in the fiscal year, or are deemed by 
this Act to have been received in the fiscal year, in 
the course of carrying on the business, a nd 
(ii) were in payment of or on account of an amount that 
would, if the income from the business were not 
computed in accordance with the cash method, be 
included in computing income therefrom for that or 
any other fiscal year, 
(d) the aggregate of all amounts that, 
(i) were paid in the fiscal year, or are deemed by this 
Act to have been paid in the fiscal year, in the 
course of carrying on the business, and 
(ii) were in payment of or on account of an amount that 
would, if the income from the business were not 
computed in accordance with the cash method, be 
deductible in computing income therefrom for that 
or any other fiscal year, 
and minus any deduction for the fiscal year permitted by clause a 
of subsection 2 of section 23. 1965, c. 22, s. 14 ( 1). 
(2) Subsection 1 does not apply for the purpose of computing E xception 
the income of a corporation for a fiscal year from a business 
carried on by it jointly w:ith one or more other persons, unless each 
of the other persons by whom the business is jointly carried on has 
elected to have his income from the business for that fiscal year 
computed in accordance with the method authorized by subsec-
tion 1 of section 85F of the Income Tax Act (Canada). R.S.O. 
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(3) Where a corporation has filed a return under this Act for a 
fiscal year wherein its income for that fiscal year from a business 
described in subsection 1 has been computed in accordance with 
the method authorized by that subsection, income from the 
business for a subsequent fiscal year shall, subject to other 
provisions of this Part, be computed in accordance with that 
method unless the corporation, with the concurrence of the 
Minister and upon such terms and conditions as are specified by 
the Minister, adopts some other method. 1965, c. 22, s. 14 (2), 
part; 1968, c. 20, s. 32. 
( 4) Where a corporation that, at a time when it was a resident 
of Canada, carried on a business the income from which was 
computed in accordance with the method authorized by subsec-
tion 1 has, upon or after disposing of or ceasing to carry on the 
business or a part of the business, ceased to be a resident of 
Canada in a fiscal year, an amount equal to the value, at the time 
it ceased to be a resident of Canada, of, 
(a) such part of the property that would have been included 
in the inventory of the business or the part of the 
business if the income from the business had not been 
computed in accordance with the method authorized by 
subsection 1 as remained the property of the corporation 
at the time it ceased to be a resident of Canada; and 
(b) such part of amounts outstanding at the time it ceased 
to be a resident of Canada as or on account of debts 
owing to the corporation that arose in the course of 
carrying on the business as would have been included in 
computing its income for the fiscal year if the amounts 
had been received by it in the fiscal year at a time when 
it was a resident of Canada, 
shall be included in computing its income. 1965, c. 22, s. 14 (2), 
part. 
(5) There shall be . included in computing the income of a 
corporation for a fiscal year such part of an amo1.11nt received by it 
in the fiscal year, upon or after disposing of or ceasing to carry on a 
business or part of a business, for, on acoount or in lieu of payment 
of, or in satisfaction of debts owing to the corporation that arose 
in the course of carrying on the business as would have been 
included in computing the income of the corporation for the fiscal 
year had the amount so received been received by it in the course 
of carrying on the business. R.S.O. 1960, c. 73, s. 63 (4). 
Mortgage Reserves 
G5. In computing the income for a fiscal year of a corporation 
whose business includes the lending of money on the security of a 
mortgage, hypothec or agreement of sale of real property, 
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(a) there shall be deducted and allowed as a reserve the 
same amount as is deducted and allowed for e2.ch fiscal R 
8 
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(b) there shall be included the same amount as is included 
for each fiscal year under clause b of section 85G of the 
Income Tax Act (Canada). 1970, c. 69, s. 17. 
Amalgamation of Corporations 
66.-(1) In this section, an amalgamation of two or more 
corporations means a merger of such corporations, each of which 
is in this section referred to as a " predecessor corporation", to 
form one corporate entity in this section referred to as the "new 
corporation", in such manner that, 
(a) all of the property of the predecessor corporations 
immediately before the amalgamation becomes proper-
ty of the new corporation by virtue of the amalgama-
tion; 
(b) all of the liabilities of the predecessor corporations 
immediately before the amalgamation become liabilities 
of the new corporation by virtue of the amalgamation; 
and 
(c) all of the shareholders, except a predecessor corporation, 
of the predecessor corporations immediately before the 
amalgamation become shareholders of the new corpora-
tion by virtue of the amalgamation, 
otherwise than as a result of the acquisition of property of one 
corporation by another corporation pursuant to the purchase of 
such property by t he other corporation or as the result of the 
distribution of such property to the other corporation upon the 
winding-up of the corporation. R.S.O. 1960, c. 73, s. 65 (l) ; 
1960-61, c. 14, s. 7 (1). 
Interpre-
tation 
(2) Where there has been an amalgamation of two or more Rules 
corporations, the following applies: applicable 
1. For the purposes of this Act, the first fiscal year of the Fiscal 
new corporation shall be deemed to have commenced at ~~~~~tion 
the time of the amalgamation, and a fiscal year of a 
predecessor corporation that would otherwise have 
ended after the amalgamation shall be deemed to have 
ended immediately before the amalgamation. 
2. For the purpose of computing the income of the new Inventory 
corporation for its first fiscal year, where the property 
described in its inventory, if any, at the commencement 
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(a) property that was described in the inventory of a 
predecessor corporation at the end of its fiscal year 
that ended immediately before the amalgamation, 
which fiscal year is in this section referred to as its 
"last fiscal year"; or 
(b) property that would have been described in the 
inventory of the predecessor corporation at the end 
of its last fiscal year if its income for that fiscal year 
had not been computed in accordance with the 
method authorized by subsection 1 of section 64, 
the property so included shall be deemed to have been 
acquired by the new corporation at t he commencement 
of its first fiscal year for an amount determined in 
accordance with section 26 as the value thereof for the 
purpose of computing the income of the predecessor 
corporation for its last fiscal year, except that, where the 
income of the predecessor corporation for its last fiscal 
year was computed in accordance with the method 
authorized by subsection 1 of section 64, the amount so 
determined shall be deemed to be nil. 
3. Where the method adopted by the new corporation for 
computing its income for a fiscal year is not the same as 
the method adopted by a predecessor corporation for 
computing its income for its last fiscal year or a previous 
fiscal year, in computing the income of the new corpora-
tion for that fiscal year, 
(a) there shall be included any amount received by itin 
that fiscal year in payment of or on account of a 
debt owing to the predecessor corporation that 
would, if it had been received by the predecessor 
corporation in its last fiscal year, have been includ-
ed in computing the income of the predecessor 
corporation for that fiscal year; and 
(b) there may be deducted any amount paid by it in 
that fiscal year in payment of or on account of a 
debt owing by the predecessor corporation that 
would, if it had been paid by the predecessor 
corporation in its last fiscal year, have been deduct-
ible in computing the income of the predecessor 
corporation for that fiscal year. R.S.O. 1960, 
c. 73, s. 65 (2), pars. 1-3. 
4. For the purpose of clause a of subsection 2 of section 23 
and section 32, 
(a) where depreciable property is acquired by the new 
corporation from a predecessor corporation, the 
capital cost of the depreciable property to the new 
corporati.on shall be deemed to be the amount that 
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was the capital cost thereof to the predecessor 
corporation; and 
(b) in determining the undepreciated capital cost to 
the new corporation of depreciable property of a 
prescribed class at any time, 
(i) there shall be added to the capital cost to the 
new corporation of depreciable property of 
that class acquired before that t ime the unde-
preciated capital cost to each of the predeces-
sor corporations of depreciable property of 
that class immediately before the amalgama-
tion, 
(ii) there shall be subtracted from the capital cost 
to the new corporation of depreciable property 
of that class acquired before that time the 
capital cost to the new corporation of deprecia-
ble property of that class acquired by virtue of 
the amalgamation, 
(iii) a reference in su bclause ii of clause a of su bsec-
tion 6 of section 32 to amoun ts that would 
have been allowed to a corporation in respect 
of transferred property, at the rate that was 
allowed to the corporation in respect of proper-
ty of a prescribed class, shall be construed as 
including a reference to amounts that would 
have been allowed to a predecessor corpora-
tion in respect of that property at the rate that 
was allowed to the predecessor corporation in 
respect of property of that prescribed class, 
and 
(iv) where depreciable property that is deemed by 
subsection 7 of section 46 to be of a separate 
prescribed class is acquired by the new corpo-
ration from a pre~ecessor corporation, the 
property shall continue to be deemed to be of 
that same separate prescribed class. R.S.O. 
1960, c. 73, s. 65 (2), par. 4; 1960-61, c. 14, s. 7 
(2); 1961-62, c. 23, s. 22 (1). 
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5. For the purpose of computing the income of the new Reserves 
corporation for a fiscal year, 
(a) any amount that has been deducted as a reserve 
under clause k of subsection 1 of section 23, section 
61 or section 65 in computing the income of a 
predecessor corporation for its last fiscal year shall 
be deemed to have been deducted as a reserve 
thereunder in computing the income of the new 
corporation for a fiscal year immediately preceding 
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( b) any amount deducted under clause m of subsection 
I of section 23 in computing the income of a 
predecessor corporation for its last fiscal year or a 
previous fiscal year shall be deemed to have been 
deducted thereunder in computing the income of 
the new corporation for a fiscal year immediately 
preceding its first fiscal year. 1960-61, c. 14, s. 7 
(3). 
6. For the purpose of computing a deduction from the 
income of the new corporation for a fiscal year under 
clause k or m of subsection 1 of section 23 or section 65, 
where any debt owii:ig to a predecessor corporation, 
(a) that was included in computing the income of the 
predecessor corporation for its last fiscal year or a 
previous fiscal year; or 
(b) that arose from a loan made in the ordinary course 
of business by the predecessor corporation, part of 
the ordinary business of which was the lending of 
money, 
has, by virtue of the amalgamation, been acquired by 
the new corporation, the amount thereof shall be 
deemed to be a debt owing to the new corporation that 
was included in computing the income of the new 
corporation for a previous fiscal year or that arose from 
a loan so made by it, as the case may be. R.S.O. 1960, 
c. 73, s. 65 (2), par. 6. 
7. For the purposes of paragraphs 1 and 2 of subsection 1 of 
section 37, gifts made by a predecessor corporation in its 
last fiscal year shall, to the extent that they were not 
deductible in computing its taxable income for that 
fiscal year, be deemed to have been made by the new 
corporation in a fiscal year immediately preceding its 
first fiscal year. R.S.O. 1960, c. 73, s. 65 (2), par. 7; 
1968-69, c. 19, s. 16 (1). 
8. For the purpose of paragraph 3 of subsection 1 of section 
37, business losses sustained by a predecessor corpora-
tion are not deductible in computing t he taxable income 
of the new corporation. 
9. For the purpose of computing the undistributed income 
of the new corporation on hand at any time, where a 
predecessor corporation had undistributed income on 
hand immediately before the amalgamation, t he 
amount thereof shall be added to the amount deter-
mined under subsection 1 of section 56 from which the 
aggregate of t he amounts referred to in paragraphs 1to6 
thereof is to be subtracted. R.S.O. 1960, c. 73, s. 65 (2), 
pars. 7-9. 
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10. For the purpose of computing a deduction from the t:ncoUccted 
income of the new corporation for a fiscal year under :=sor 
clause d of subsection 1 of section 61, any amount pred~or 
. I d d . . h . f d corporations me u e in computing t e income o a pre eccssor 
corporation from a business for its last fiscal year or a 
previous fiscal year in respect of property sold in the 
course of the business shall be deemed to have been 
included in computing the income of the new corpora-
t ion from the business for a previous fiscal year in 
respect thereto. 1960-61, c. 14, s. 7 (4). 
11. For the purpose of section 46, any expenditure of a Scientific 
capital nature on scientific research made by a predeces- research 
sor corporation in its last fiscal year or a previous fiscal 
year that would have been deductible by the predeces-
sor corporation by virtue of clause b of subsection 1 of 
section 46 in computing its income for its last fiscal year 
shall, to the extent such expenditure has not been 
deducted by the predecessor corporation, be deemed to 
have been an expenditure of a capital nature on scientif-
ic research made in Canada by the new corporation in its 
first fiscal year. 1961-62, c. 23, s. 22 (2). 
12. For the purpose of section 47, where the amalgamation Scientific 
of the two or more corporations was after the 10th day of research 
April, 1962, the base scientific expenditure of the new 
corporation is an amount equal to the aggregate of the 
base scientific expenditure of each of the predecessor 
corporations. 
13. For the purpose of section 58, where a predecessor Explorat ion 
corporation had acquired a right, licence or privilege to 
explore for, drill for or take in Canada petroleum, 
natural gas or other related hydrocarbons, except coal, 
under an agreement, contract or arrangement described 
in subsection 12 of section 58 and, by virtue of the 
amalgamation, that right, licence or privilege, or any 
interest, 
(a) in such right, licence or privilege, or 
(b) in the production of wells, situated on the land to 
which such right, licence or privilege relates, 
became the property of the new corporation, the new 
corporation shall be deemed to have acquired the right, 
licence or privilege under an agreement, contract or 
arrangement described in subsection 12 of section 58. 
14. For the purpose of computing a deduction from the Special 
income of the new corporation for a fiscal year under reserves 
clause c of subsection 1 of section 61 or subsection 5 of 
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income of a predecessor corporation for its last fiscal 
year or a previous fiscal year, by virtue of clause a of 
subsection 1 of section 61, shall be deemed to have been 
included in computing the income of the new corpora-
tion for a previous fiscal year by virtue 
thereof. 1962-63, c. 26, s. 9 (1). 
(3) Notwithstanding subsection 22 of section 58, where there 
has been an amalgamation of two or more corpor.ations after the 
year 1957 and the principal business of the new corporation is, 
(a) production, refining or marketing of petroleum, pe-
troleum products or natural gas, or exploring or drill]ng 
for petroleum or natural gas; 
(b) mining or exploring for minerals; 
(c) processing mineral ores for the purpose of recovering 
metals therefrom; 
(d) a combination of processing mineral ores for the purpose 
of recovering metals therefrom and processing metals 
recovered from the ore so processed ; or 
(e) fabricating metals, 
there may be deducted by the new corporation in computing its 
income for a fiscal year the aggregate of the following amounts in 
respect of expenses incurred by predecessor corporations, namely, 
in respeet of each individual predecessor corporation, an amount 
that is the lesser of, 
(f) the aggregate of, 
(i) the drilling and exploration expenses, including all 
general geological and geophysical expenses, in-
curred by the predecessor corporation on or in 
respect of exploring or drilling for petroleum or 
natural gas in Canada, and 
(ii) the prospecting, exploration and development ex-
penses incurred by the predecessor corporation in 
searching for minerals in Canada, 
to the extent that such expenses, 
(iii) were not deductible by the new corporation in 
computing its income for a previous fiscal year and 
were not deductible by the predecessor corporation 
in computing its income for its last fiscal year or its 
income for a previous fiscal year, and 
(iv) would, but for the provisions of clause b of subsec-
tion 1 of section 58, clause b of subsection 2 of 
section 58, clause d of subsection 3 of section 58, 
clause h of subsection 5 of section 58, and clause d of 
subsection 22 of section 58, or any of those clauses, 
have been deductible by the predecessor corpora-
tion in computing its income for its last fiscal year; 
or 
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(g) of the aggregate determined under clause/, an amount 
equal to such part of the income of the new corporation 
for the fiscal year, 
(i) if no deduction were allowed under clause b of 
subsection 2 of section 23, a nd 
(ii) if no deduction were allowed under this section, 
minus any deduction allowed for the fiscal year by 
subsection 1 of section 38, as may reasonably be regard-
ed as attributable to the production of petroleum or 
natural gas from wells, or the production of minerals 
from mines, situated on property from which the pre-
decessor corporation had, immediately before the amal-
gamation, a right to take or remove petroleum or 
natural gas or a right to take or remove minerals, 
and no amount in respect of expenses of the predecessor corpora-
tion included in the aggregate determined under clause f shall, 
where subsection I of section 56 is being applied to determine for 
the purpose of paragraph 9 of subsection 2 of this section the 
undistributed income of the predecessor corporation on hand 
immediately before the amalgamation, be included in the amount 
or amounts deductible under any paragraph of subsection I of 
section 56. R.S.O. 1960, c. 73, s. 65 (3); 1960-61, c. 14, s. 7 (5); 
1961-62,c.23,s.22(3); 1962-63,c.26,s.9(2); 1968-69,c. 19,s. 16 
(2). 
( 4) In applying the provisions of subsection 3 to determine the Idem 
amount that may be deducted by the new corporation in comput-
ing its income under this Part for a fiscal year, where a predecessor 
corporation has paid an amount other than a rental or royalty to 
the government of Canada or of a province for, 
(a) the right to explore for petroleum or natural gas on a 
specified parcel of land in Canada which right is, for 
greater certainty, declared to include a right of the type 
commonly referred to as a " licence", "permit" or 
" reservation"; or 
(b) a legal lease of the right to take or remove petroleum or 
natural gas horn a specified parcel of land in Canada, 
and acquired the rights, before the 11th day of April, 1962, in 
respect of which the amount so paid, if, before the predecessor 
corporation was entitled, by vir tue of subsection 20 of section 58, 
to any deduction in computing its income for a fiscal year in 
respect of the amount so paid, the property of the predecessor 
corporation was acquired by the new corporation and the new 
corporation did, before any well came into production in reasona-
ble commercial quantities, on the land referred to in clause a orb, 
surrender all the rights so acquired by the predecessor corpora-
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a, all rights thereunder to any lease and all rights under any lease 
made thereunder, without receiving any consideration therefor or 
payment of any part of the amount so paid by the predecessor 
corporation, the amount so paid by the predecessor corporation 
shall be added to the amount determined under clause f of 
subsection 3. 1961-62, c. 23, s. 22 (4); 1962-63, c. 26, s. 9 (3). 
67. Where under a contract, will or trust made or created 
before the 14th day of May, 1953, a person is required to make a 
payment to a corporation and is required by the terms of the 
contract, will or t rust to pay an additional amount measured by 
reference to tax payable by such corporation under Part I of the 
Income Tax Act {Canada) and Part II of this Act by reason of the 
payment, 
(a) the tax payable by the corporation under Part II of this 
Act for the fiscal year in or in respect of which such a 
payment is made or becomes payable is the amount that 
the tax of the corporat ion under Part II of this Act 
would be if no amount under the contract were included 
in computing its income for the fiscal year plus, 
(i) the amount by which its tax under Part II of this 
Act would be increased by including in computing 
its income, 
(A) the payment, and 
(B) the amount by which its tax under Part I of the 
I ncome Tax Act (Canada) would be increased 
by including the payment in computing its 
income, and 
(ii) the amount by which the tax of the corporation 
under Part II of this Act would be further increased 
by including, in computing its income for the fiscal 
year, the amount fixed by subclause i or the 
additional payment, whichever is the lesser; and 
(b) if the person required to make the payments is a 
corporation and would otherwise be entitled to deduct 
the amounts payable under such a contract in comput-
ing its income for a fiscal year, such corporation is not 
entitled to deduct t he amount determined under sub-
clause ii of clause a. R.S.O. 1960, c. 73, s. 66. 
68.-(1) Where in a fiscal year a corporation has acquired 
property in respect of which it is entitled to a deduction under 
regulations made under clause a of subsection 2 of section 23 in 
computing its income for that fiscal year, hereinafter in this 
section referred to as "depreciable property", if it so elects in a 
manner prescribed on or before the day on or before which it is 
required by section 73 to file its return of income for the year, 
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(a) in computing its income for the fiscal year and for such 
of the three immediately preceding fiscal years as the 
corporation had, if any, clauses a, hand i of subsection 1 
of section 23 do not apply to the amount or to the part of 
the amount specified by it in its election that, but for 
this subsection, would have been deductible in comput-
ing its income, other than exempt income, for the fiscal 
year and for those immediately preceding fiscal years, if 
any, by virtue of those clauses in respect of borrowed 
money used to acquire the depreciable property or the 
amount payable for the depreciable property acquired 
by it; and 
(b) the amount or the part of the amount, as the case may 
be, described in clause a shall be added to the capital 
cost to it of the depreciable property so :acquired by it. 
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(2) Where in a fiscal year a corporation has used borrowed Borrowed 
money for the purpose of exploration, prospecting or develop- f'::~,~~~1~:! 
ment, and the expenses incurred by it in respect of the explora- tiont._pros-d 
tion, prospecting or development are deductible in computing its ~:,~t::i~nt 
income for the fiscal year by virtue of section 58 or would be so 
deductible by virtue of that section if the corporation had 
sufficient income for the fiscal year to permit such a deduction to 
be made, if it so elects in prescribed manner on or before the day 
on or before which it is required by section 73 to file its return of 
income for the fiscal year, 
(a) in computing its income for the fiscal year and for such 
of the three immediately preceding fiscal years as the 
corporation had, if any, clauses a, hand i of subsection 1 
of section 23 do not apply to the amount or to the part of 
the amount specified by it in its election that, but for 
this subsection, would have been deductible in comput-
ing its income, other than exempt income, for the fiscal 
year and for those immediately preceding fiscal years, if 
any, by virtue of those clauses" in respect of the borrowed 
money used for the exploration, prospecting and deve-
lopment; and! 
(b) the amount or the part of the amount, as the case may 
be, described in clause a shall be deemed to be explora-
tion, prospecting and development expenses incurred by 
it in the fiscal year. 
(3) In computing the income of a corporation for a fiscal year, Idem 
where the corporation, 
(a) in any preceding fiscal year made an election under 
subsection I in respect of borrowed money used to 
acquire depreciable property or an amount payable for 
depreciable property acquired by it; and 
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(b) in each fiscal year, if any, after that preceding fiscal year 
and before the fiscal year, made an election under this 
subsection covering the total amount that, but for this 
subsection, would have been deductible in computing its 
income, other than exempt income, for each such fiscal 
year by virtue of clauses a, h and i of subsection 1 of 
section 23 in respect of the borrowed money used to 
acquire the depreciable property or the amount payable 
for the depreciable property acquired by it, 
if it so elects in prescribed manner on or before the day on or 
before which it is required by section 73 to file its return of income 
for the fiscal year, clauses a, h and i of subsection 1 of section 23 do 
not apply to the amount or to the part of the amount specified by 
it in its election that, but for this subsection, would have been 
deductible in computing its income, other than exempt income, 
for the fiscal year by virtue of those clauses in respect of the 
borrowed money used to acquire the depreciable property or the 
amount payable for the depreciable property acquired by it, and 
the said amount or part of the amount, as the case may be, shall be 
added to the capital cost to it of the depreciable property so 
acquired by it. 
Idem (4) In computing the income of a corporation for a fiscal year, 
where the corporation, 
(a) in any preceding fiscal year made an election under 
subsection 2 in respect of borrowed money used for the 
purpose of exploration, prospecting or development; 
and 
(b) in each fiscal year, if any, after that preceding fiscal year 
and before the fiscal year, made an election under this 
subsection covering the total amount that, but for this 
subsection, would have been deductible in computing its 
income, other than exempt income, for each such fiscal 
year by virtue of clauses a, h and i of subsection 1 of 
section 23 in respect of the borrowed money used for the 
exploration, prospecting and development, 
if it so elects in prescribed manner on or before the day on or 
before which it is required by section 73 to file its return of income 
for the fiscal year, clauses a, hand i of subsection 1 of section 23 do 
not apply to the amount or to the p,art of the amount specified by 
it in its election that, but for this subsection, would have been 
deductible in computing its income, other than exempt income, 
for the fiscal year by virtue of those clauses in respect of the 
borrowed money used for the exploration, prospecting and de-
velopment, and the said amount or part oi the amount, as the case 
may be, shall be deemed to be exploration, prospecting and 
development expenses incurred by it in the fiscal year. 
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(5) Notwithstanding any other provision of this Act, where a RCMSeSS-
corporation has made an election in accordance with the provi- ments 
sions of subsection 1 or 2, such reassessments of tax, interest or 
penalties shall be made as are necessary to give effect thereto. 
(6) This section does not apply to a co-operative corporation Co-operati\'e 
for the period during which it was exempt by section 48 from corporations 
payment of tax under this Act. 1970, c. 69, s. 18. 
PART IV 
COMPUTATION OF PAID-UP CAPITAL 
DtVlSlON A-TAXABLE PAID-UP CAPITAL 
69. The taxable paid-up capital of a corporation shall be T"?'able 
measured as at thf: close of the fiscal year for which the tax g:~1t~f 
imposed by section 6 is levied and is its paid-up capital minus the 
deductions permitted by Division C. R.S.O. 1960, c. 73, s. 67. 
D IVISION B-COMPUTATION OF PAID-UP CAPITAL 
70. The paid-up capital of a corporation for a fiscal year is its w?rld 
paid-up capital as it stood at the close of the fiscal year and g:~1t~f 
includes the paid-up capital stock of the corporation, its earned, 
capital and any other surplus, all its reserves, whether created 
from income or otherwise, except any reserve the creation of 
which is allowed as a charge against income under Part III, ail 
sums or credits advanced or loaned to the corporation by any 
other corporation, excluding a bank, and all its indebtedness, 
whether assumed or undertaken by it, represented by bonds, 
bond mortgages, debentures, income bonds, income debentures, 
mor tgages, lien notes and any other securities to which the 
property of the corporation or any of it is subject. R .S.O. 1960, 
c. 73, s. 68. 
DIVISION C - COMPUTATION OF TAXABLE PAID-UP 
CAPITAL 
71.-(1) For the purpose of computing the taxable paid-up Deductions 
capital of a corporation for a fiscal year, there may be deducted ~~d-u 
from its paid-up capital as at the close of the fiscal year such of the capitaf 
following amounts as are applicable: 
(a) the amount of the goodwill or other intangible thing Goodwill 
included as an asset to the extent that such goodwill or 
other intangible thing in the opinion of t he Minister has 
no value, but this deduction applies to no more than 50 
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the amount of the discount allowed on the sale of the 
shares of a corporation to which Part IV of The Corpora-
tions Act applies; 
the amount that equals that proportion of the paid-up 
capital remaining after the deduction of the amounts 
provided by clauses a a.nd b, which the cost of the 
investments made by the corporation in the shares and 
bonds of other corporations, in loans and advances to 
other corporations and in the bonds, debentures and 
other securities of any government, municipal or school 
corporation bears to the total assets of the corporation 
remaining after the deductions of the amounts provided 
by clauses a and b, but cash on deposit with any 
corporation doing the business of a savings bank and 
amounts due by a corporation with lts head office 
outside Canada to a subsidiary controlled corporation 
or a subsidiary wholly-owned corporation taxable under 
section 6 shall be deemed not to be loans and advances to 
other corporations; 
(d) in the case of a corporation engaged in mining, the 
amount that equals that proportion of the paid-up 
capital remaining after the deduction of the amounts 
provided by clauses a, band c which the total of, 
(i) the amount held or used in the survey for explora-
tion and development of minerals, 
(ii) the amount invested in the mine as defined by The 
Mining Tax A ct, 
(iii) the amount invested in the plant and works neces-
sary to and forming part of such mine, and 
(iv) the amount invested in the plant and works neces-
sary for the refinement of the ore taken from the 
mine, 
bears to the total assets remaining after the deduction of 
the amounts provided by clauses a, b and c. R.S.O. 
1960, c. 73, s. 69 (1); 1968, c. 20, s. 33. 
(2) For the purpose of this Part, "total assets" includes any 
amount, 
(a) by which any asset of a corporation is carried in its books 
of account or on its balance sheet in excess of the cost 
thereof; 
(b) by which the value of an asset of a corporation has been 
written down and deducted from its income or undivid-
ed profits where such amount is not deductible under 
Part III, 
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and excludes any amount, 
(c) by which the value of an asset of a corporation has been 
written down and deducted from its income or undivid-
ed profits where such amount is deductible under Part 
III. 
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(3) In computing the paid-up capital of a non-resident corpo- S)iipor 
ration for a fiscal year, there shall not be included the amount of ~lC::~~~ 
the paid-up capital invested in a ship or aircraft operated by such ~:~~a~ion 
corporation in Canada if such corporation is entitled, in com put- amounts ' 
ing its income for a fiscal year, to exclude the income for the fiscal in'::\uded 
year earned in Canada from the operation of such ship or aircraft ~~fd_i:;iguting 
under clause b of section 22. R.S.O. 1960, c. 73, s. 69 (2, 3). capital 
72.-(1) Unless otherwise provided in this Act, any tax How tax 
imposed by this Act shall be determined on the amount of the ~~tt:,.mined 
paid-up capital stock, mileage or other subject in respect of which 
the amount of the tax is to be ascertained as such stock, mileage or 
other subject stood at the close of the fiscal year of the corporation 
for which the tax is imposed. R.S.O. 1960, c. 73, s. 70 (1). 
(2) Any tax imposed by this Act that is to be calculated in Idem 
respect of, 
(a) the taxable income of a corporation; or 
(b) the gross premiums that become payable to insurance 
corporations, 
shall be calculated with reference to the taxable income earned or 
the gross premiums that become payable, as the case may be, 
during the fiscal year of the corporation for which the respective 
tax is imposed. 1968-69, c. 19, s. 17. 
PARTV . 
RETURNS, PA YMENTS1 ASSESSMENTS AND APPEALS 
DIVISION A-RETURNS 
73.-(1) Every corporation on which a tax is imposed by this Annual 
Act shall, on or before the last day of the month that ends six return 
months following the close of its fiscal year, without notice or 
demand, and every corporation on which a tax is or is not imposed 
by this Act shall, upon receipt of a notice or demand in writing 
from the Minister or from any officer of the Department of 
Revenue authorized by the Minister to make such demand, 
deliver to the Minister such return as is required for the purpose of 
carrying out the provisions of this Act. R.S.O. 1960, c. 73, s. 71 
(1); 1968, c. 20, s. 34 (1). 
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(2) The return shall contain an estimate of the respective taxes 
payable and shall be verified by a certificate certifying that the 
financial statements included in the return or attached thereto 
are in agreement with the books of the corporation, and such 
certificate shall be signed by the president or some other officer 
having personal knowledge of the affairs of the corporation and, 
in the case of an extra-provincial corporation, by the manager or 
chief agent of the corporation in Ontario or by such other person 
or persons connected with t he corporation as the Minister 
requires. R.S.O. 1960, c. 73, s. 71 (2); 1968, c. 20, s. 34 (2). 
74.-(1) Every corporation that fails to deliver a return as 
and when required by subsection 1 of section 73 shall pay a 
penalty of, 
(a) an amount equal to 5 per cent of the tax that was unpaid 
when the return was required to be delivered, if the tax 
payable by the corporation for the fiscal year that was 
unpaid at that time was less than $10,000; and 
(b) $500, if at the t ime the return was required to be 
delivered tax payable by the corpora.tion equal to 
$10,000 or more was unpaid. 
(2) Every corporation that fails to complete the information 
required on the return to be delivered under subsection I of 
section 73 is liable to a penalty of 1 per cent of the taxes payable 
by it under this Act, bu t such penalty shall not in any case be less 
than $20 or more than $100. 
(3) Every person who has, 
(a) made, or participated in, assented to or acquiesced in 
the making of, false or deceptive statements in a return, 
certificate, statement or answer delivered or made as 
required by or under this Act or the regulations; 
(b) to evade payment of a tax imposed by this Act, de-
stroyed, altered, mutilated, secreted or otherwise dis-
posed of the records or books of account of a corpora-
t ion; 
(c) made, or assented to or acquiesced in the making of, 
false or deceptive entries, or omitted, or assented to or 
acquiesced in the omission, to enter a material particu-
lar, in records or books of account of a corporation; 
(d) wilfully in any manner evaded or attempted to evade 
compliance with this Act or payment of taxes imposed 
by this Act; or 
(e) conspired with any person to commit an offence de-
scribed by clauses a to d, 
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is guilty of an offence and, in addition to any penalty otherwise 
provided by this Act, is liable on summary conviction to a fine of 
not less than $25 and not more than $10,000 plus, in an 
appropr iate case, an amount of not more than double the amount 
of the tax that should have been shown to be payable or that was 
sought to be evaded, or to imprisonment for a term of not more 
than two years, or to both. R.S.O. 1960, c. 73, s. 72. 
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( 4) Where a person, acting or purporting to aet on behalf of a Statements 
corporation, knowingly or under circumstances amounting to f~~~~ons 
gross negligence in the carrying out of any duty or obligation 
imposed by or under this Act has made, or has participated in, 
assented to or acquiesced in the making of, a statement or 
omission in a return, certificate, statement or answer filed or 
made as required by or under this Act or the regulMions, as a 
result of which the tax that would have been payable by the 
corporation for a fiscal year, if the tax had been assessed on the 
basis of the information provided in the return, certificate, 
statement or answer, is less than the tax payable by the corpora-
tion for the fiscal year, the corporation is liable to a penalty of 2.5 
per cent of the amount by which the tax that would so have been 
payable is less than the tax payable by the corporation for the 
fiscal year. 1964, c. 11, s . 12. 
75. The Minister may enlarge the time for making any return Extended 
before or after the time for making it. R.S.O. 1960, c. 73, s. 73; ~~;~'; 
1968, C. 20, S. 35. returns 
D1vrsroN B- PAYMENTS 
76.-(1) The taxes imposed by this Act shall be deemed to Taxes, when 
accrue proportionately as the days of each fiscal year for which to accrue 
such taxes are imposed pass. R.S.O. 1960, c. 73, s. 74 (1). 
(2) Every corporation on which a tax is imposed by this Act oat.es or 
shall pay to the Treasurer of Ontario, payment 
(a) on or before the fifteenth day of each of the fifth, eighth 
and eleventh months of the fiscal year in respect of 
which the tax is payable and· on or before the fifteenth 
day of the second month of the fiscal year following that 
in respect of which the tax is payable, an instalment 
equal to one quarter of the tax payable as estimated by 
it at the rates for the fiscal year on, 
(i) its estimated taxable income and other subject of 
tax for t he fiscal year, or 
(ii) its taxable income and other subject of tax for the 
immediately preceding fiscal year; and 
(b) on or before the last day on which a return is required to 
be delivered under subsection 1 of section 73, the 
balance, if any, of the tax payable as estimated by it on 
the returnforthe fiscalyear. 1967,c.15,s.9(1); 1968, 
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(3) Notwithstanding subsection 2, every corporation on which 
a tax is imposed by this Act, the fiscal year of which commenced 
after the 15th day of March, 1969, shall pay to the Treasurer of 
Ontario, 
(a) on or before the fifteenth day of each of the third, fifth, 
seventh, ninth and eleventh months of the fiscal year in 
respect of which the tax is payable and on or before the 
fifteenth day of the first month of the fiscal year 
following that in respect of which the tax is payable, an 
instalment equal to one-sixth of the tax payable as 
estimated by it at the rates for the taxation year on, 
(i) its estimated taxable income and other subject of 
tax for the fiscal year, or 
(ii) its taxable income and other subject of tax for the 
immediately preceding fiscal year; and 
(b) on or before the last day on which a return is required to 
be delivered under subsection 1 of section 73, the 
balance, if any, of the tax payable as estimated by it on 
the return for the fiscal year. 1968-69, c. 18, s. 9 (1). 
(4) Notwithstanding subsections 2 and 3 and subject to sub-
section 4 of section 77, where for the purposes of this section any 
corporation estimates the amount of tax payable for a fiscal year 
to be less than $300, the corporation may, instead of paying the 
instalments required by subsection 2 or 3, pay such tax on or 
before the fifteenth day of the first month of the fiscal year 
following that in respect of which the tax is payable. 1968-69, 
c. 18, s. 9 (2). 
(5) Notwithstanding subsection 2, every corporation, except 
those corporations to which the provisions of section 8, 9, 10, 11 or 
12 apply, the fiscal year of which commenced prior to the 15th day 
of March, 1969, and ends on or after the 15th day of March, 1969, 
shall, in addition to any instalment of tax otherwise payable on or 
before the fifteenth day of the second month following the close of 
such fiscal year, pay the balance or whole of the capital tax 
remaining unpaid as imposed by this Act based on a rate of 
one-tenth of 1 per cent of the taxable paid-up capital as it stood at 
the close of such fiscal year. 
(6) Notwithstanding subsection 2, every corporation to which 
the provisions of section 8, 9, 10, 11 or 12 apply,-the fiscal year of 
which commenced prior to the 15th day of March, 1969, anq ends 
on or after the 15th day of March, 1969, shall, in a ddition to any 
instalment of tax otherwise payable on or before the fifteenth day 
of the second month following the close of such fiscal year, pay the 
balance or whole of the taxes payable under t hose sections 
remaining unpaid, determined on the amount of mileage or other 
subject referred to in the said sections in respect of which the 
Sec. 77 (4) CORPORATIONS TAX Chap. 91 
amount of tax is to be ascertained as such mileage or other subject 
of tax stood at the close of such fiscal year. 1968-69, c. 18, s. 9 
(3). 
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77.-(1) Where the amount paid on account of tax payable by lnter!JSt on 
a corporation for a fiscal year before the expiration of the time unpaid tax 
allowed for delivering of the return of the corporation under 
section 73 is Jess than the amount of tax payable for the fiscal 
year, the corporation liable to pay the tax shall pay interest on the 
difference between those two amounts from the expiration of the 
time for delivering the return to the date of payment at such rate 
as is prescribed by the regulations. R.S.O. 1960, c. 73,s. 75 (l); 
1968-69, c. 18, s. 10 (1). 
(2) Where a corporation is required by subsection 2, 3, 4, 5 or 6 Idem 
of section 76 to pay all or a part or instalment of tax and it has 
failed to pay all or any part thereof as required, the corporation, in 
addition to the interest payable under subsection 1, shall pay 
interest, at such rate as is prescribed by t he regulations, on the 
amount it failed to pay from the day on or before which it was 
required to make the payment to the day of payment or the 
beginning of the period in respect of which it becomes liable to pay 
interest thereon under subsection 1, whichever is earlier. 
1968-69, c. 18, s. 10 (2); 1968-69, c. 19, s. 18. 
(3) Where a corporation is entitled to deduct under paragraph Eflect of 
3 of subsection 1 of section 37 in computing its taxable income for ~fi~back 
a taxation year an amount in respect of a loss sustained in the 
fiscal year immediately following the taxation year, hereinafter in 
this subsection referred to as "the loss year", for the purpose of 
computing interest and penalty interest under th•s section on tax 
or a part or instalment of tax for the taxation year for any portion 
of the period in respect of which the interest is payable on or 
before the last day of the loss year, the tax payable for the 
taxation year shall be deemed to be the amount that it would have 
been if the corporation were not entitled to deduct an amount 
under paragraph 3 of subsection 1 of section 37 in respect of that 
loss. R.S.O. 1960, c. 73, s. 75 (5). 
( 4) For the purposes of calculating interest under subsection 2, payment of 
where a corporation is required to pay a part or instalment of tax mst.alments 
for a fiscal year as estimated by it on its taxable income and other 
subject of tax for a preceding fiscal year or on its estimated 
taxable income and other subject of tax for the fiscal year, it shall 
be deemed to have been liable to pay a part or instalment 
computed by reference to the taxable income and other subject of 
tax for, 
(a) the preceding fiscal year; or 
( b) the fiscal year, 
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D1VISION C-ASSESSMENTS 
78.-(1) The Minister shall with all due despatch examine 
each return delivered under section 73 and assess the tax for the 
fiscal year and the interest and penalties if any payable. R.S.O. 
1960, c. 73, s. 76 (1); 1968, c. 20, s. 38 (1). 
(2) After examination of a return, the Minister shall send by 
mail or by registered mail or deliver by personal service a notice of 
assessment to the corporation that delivered the return. 1967, 
c. 15, s. 11; 1968, c. 20, s. 38 (2). 
(3) Liability for tax imposed by this Act is not affected by an 
incorrect or incomplete assessment or by the fact that no 
assessment has been made. R.S.O. 1960, c. 73, s. 76 (3). 
( 4) The Minister may at any t ime assess tax, interest or 
penaltie~, or notify in writing any person by whom a return of 
income or other subject of tax for a fiscal year has been filed that 
no tax is payable for the fiscal year, and may, 
(a) at any time, if the corporation or person filing the 
return, 
(i) has made any misrepresentation or committed any 
fraud in filing the return or supplying any informa-
tion under this Act, or 
(ii) has failed to file financial statements with the 
return required to be filed under section 73, or 
(iii) has been negligent in supplying any information 
under this Act, or 
(iv) has filed with the Minister a waiver in a prescribed 
form within six years from the day of mailing of a 
notice of an original assessment or of a notification 
that no tax is payable for a fiscal year, or 
(v) has claimed a deduction under section 50; and 
(b) within six years from the day referred to in subclause iv 
of clause a, in any other case, 
reassess or make add itional assessments or assess tax, interest or 
penalties, as the circumstances require. 1970, c. 69, s. 19. 
Idem (5) Where a corporation has delivered the return required by 
section 73 for a fiscal year and, within one year from the day on or 
before it was required by section 73 to deliver a return for that 
fiscal year, has filed an amended return for the fiscal year claiming 
a deduction from income under paragraph 3 of subsection 1 of 
section 37 in respect of a business loss sustained in the fiscal year 
immediately following that fiscal year, the Minister shall reassess 
the tax payable by the corporation for that fiscal year. R.S.O. 
1960, c. 73, s. 76 (5); 1968, c. 20, s. 38 (4). 
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(6) The Minister is not bound by a return or information ~linister 
delivered by or on behalf of a corporation and may, not withstand- b~t~~r~ 
ing a return or information so delivered or if no return or 
information has been delivered, assess the tax payable under this 
Act. R.S.O. 1960, c. 73, s . 76 (6); 1968, c. 20, s. 38 (5). 
(7) An assessment, subject to being varied or vacated on an Ass,essment 
objection or appeal and subject to a reassessment, shall bedeemed t;ro~~~d 
to be valid and binding notwithstanding any error, defect or 
om1ss1on therein or in any proceeding under this Act relating 
thereto. R.S.O. 1960, c. 73, s. 76 (7). 
79.-{l) Every corporation shall within thirty days from the Payment 
day of mailing of the notice of assessment pay any part of the ~ssment 
assessed tax, interest and penalties then remaining unpaid, 
whether or not an objection to or appeal from the assessment is 
outstanding. R.S.O. 1960, c. 73, s. 77 (1). 
(2) Where in the opinion of the Minister a corporation is Idem 
attempting to avoid payment of a tax imposed by this Act or 
where the Minister has assessed the tax payable under this Act 
pursuant to subsection 6 of section 78, he may, notwithstanding 
subsection 2 of section 78, serve the notice of assessment upon the 
corporation or the president, manager, secretary or any director, 
agent or representative thereof and direct that all taxes, penalties 
and interest as set out therein shall be paid forthwith. R.S.O. 
1960, c. 73, s. 77 (2); 1968, c. 20, s. 39. 
D1v1s10N D-REFUNDS OF OVERPAYMENTS 
80.-(1) If the return required to be delivered by a corpora- Refunds 
tion under section 73 for a fiscal year has been delivered within 
four years from the end of that fiscal year, the Minister, 
(a) may, upon mailing the notice of assessment forthe fiscal 
year, refund without application therefor any overpay-
ment made on account of the tax payable for the fiscal 
year; and 
(b) shall make such a refund after mailing the notice of 
assessment if application therefor has been made in 
writing by the corporation within four years from the 
day on which the overpay ment was made or the day on 
which the notice of assessment was mailed. R.S.O. 
1960, c. 73, s. 78 (I); 1968, c. 20, s. 40 (1). 
(2) Instead of making a refund that might otherwise be made Application 
under this section, the Minister may, where the corporation is ~°,!.her 
liable or about to become liable to make another payment under 
this Act, apply the amount of the overpayment to that other 
liability and notify the corporation of such action. R .S.O. 1960, 
c". 73, s. 78 (2) ; 1968, c. 20, s. 40 (2). 
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Interest on (3) Where an amount in respect of an overpayment is refunded 
g~~~enl.1! or applied under this section on other liability, interest at such 
rate as is prescribed by the regulations shall be paid or applied 







(a) the day on which the overpayment arose~ 
(b) the day on or before which the return of the corporation 
in respect of which the overpayment arose was required 
by section 73 to be delivered; or 
(c) the day on which the return of the corporation in respect 
of which the overpayment arose was delivered, 
and ending with the day of refunding or application aforesaid, 
unless the amount of the interest so calculated is less than $1, in 
which event no interest shall be paid or applied under this 
subsection. R.S.O. 1960, c. 73, s. 78 (3); L968-69, c . 18, s. 11 (1). 
(4) Where by a decision of the Mi.nister under section 81 or by a 
decision of a court it is finally determined that the tax payable 
under this Act by a corporation for a fiscal year is less than the 
amount assessed by the assessment under section 78 to which 
objection was made or from which the appeal was taken and the 
decision makes it appear that there has been an overpayment for 
the fiscal year, the interest payable under subsection 3 on that 
overpayment shall be computed at such rate as is prescribed by 
the regulations. R.S.0. 1960,c. 73,s. 78 (4) ; 1968,c. 20,s.40(4); 
1968-69, c. 18, s. 11 (2). 
(5) For the purpose of this section, "overpayment" means the 
aggregate of all amounts paid on account of tax payable for a 
fiscal year minus all amounts payable under this Act or an 
amount so paid where no amount is so payable. 
(6) Where a corporation is entitled to deduct under paragraph 
3 of subsection 1 of section 37 in computing its taxable income for 
a taxation year an amount in respect of a loss sustained in the 
fiscal year immediately following the taxation year, hereinafter in 
this subsection referred to as " the loss year", and the amount of 
the tax payable for the taxation year is relevant in determining an 
overpayment for the purpose of computing interest under subsec-
tion 3 for any portion of a period ending on or before the last day 
of the Joss year, the tax payable for the taxation year shall be 
deemed to be the amount that it would have been if the 
corporation were not entitled to deduct an amount under para-
graph 3 of subsection 1 of section 37 in respect of that 
loss. R.S.O. 1960, c. 73, s. 78 (5, 6). 
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D1v1SION E - oBJECTIONS TO ASSESSMENT 
81.-(1) A corporation that objects to an assessment under Noticeol 
this Act may within ninety days from the day of mailing of t he objection 
notice of assessment serve on the Minister a notice of objection in 
duplicate in the prescribed form setting out the reasons for the 
objection and all relevant facts. R.S.O. 1960, c. 73, s. 79 (1); 
1968, c. 20, s. 41 (1). 
(2) A notice of objection under this section shall be served by Service 
being sent by registered mail addressed to the Minister. R.S.O. 
1960, c. 73, s. 79 (2); 1968, c. 20, s. 41 (2). 
(3) The Minister may accept a notice of objection under this Idem 
section notwithstanding that it was not served in duplicate or in 
the manner required by subsection 2. 1968-69, c. 19, s. 19. 
(4) Upon receipt of the notice of objection, the Minister shall ~econ-. 
with all due despatch reconsider the assessment and vacate, sideration 
confirm or vary the ~essment or reassess and he shall thereupon 
notify the corporation of his action by registered Jetter. R.S.O. 
1960, c. 73, s. 79 (3); 1968, c. 20, s. 41 (3). 
DIVISION F-APPEALS 
82.- ( 1) Where a corporation has served notice of objection Appeal 
to an assessment under section 81, the corporation may appeal to 
the Supreme Court to have the assessment vacated or varied after 
the Minister has confirmed or reassessed, but no appeal under this 
section may be instituted after the expiration of ninety days from 
the day notice has been mailed to the corporation under section 81 
that the Minister has confirmed the assessment or reas-
sessed. R.S.O. 1960, c. 73, s. 80 (1); 1968, c. 20, s. 42 (1). 
(2) An appeal to the Supreme Court shall be instituted by Appeals, 
serving on the Minister a notice of appeal in duplicate in the ~ rituted 
prescribed form and by filing a copy thereof with the Registrar of 
the Supreme Court or the local registrar of the Supreme Court for 
the county or district in which the corporation appealing has its 
head office or other permanent establishment. R.S.O. 1960, 
c. 73, s. 80 (2); 1968, c. 20, s. 42 (2). 
(3) A notice of appeal shall be served upon the Minister by No tice of 
being sent by registered mail addressed to the Minister. R .S.O. appeal 
1960, c. 73, s. 80 (3); 1968, c. 20, s. 42 (3). 
( 4) The corporation appealing shall set out in the notice of Statement 
appeal a statement of the allegations of fact, the statutory ~ftegations 
provisions and reasons that it intends to submit in supporting its 
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(5) An appeal by a corporation and all proceedings thereunder 
are, upon the expiration of sixty days from the day the appeal is 
instituted, null and void unless security ior the costs of the appeal 
has been, within the said period, paid into court in the sum of $400 
or such other sum as the Minister requires and, upon an appeal 
becoming null and void by virtue of this subsection, no other 
appeal or proceedings shall be instituted in respect of the same 
decision. R.S.O. 1960, c. 73, s. 80 (5); 1968, c. 20, s. 42 (4). 
(6) When security has been given under subsection 5, notice 
thereof shall be served on the Minister specifying the fact and the 
purpose of the payment. R.S.0. 1960,c. 73,s.80(6); 1968,c.20, 
s. 42 (5). 
83.-(1) The Minister shall with all due despatch serve on the 
corporation appealing and file in the court a reply to the notice of 
appeal admitting or denying the facts alleged and containing a 
statement of such further allegations of fact and of such statutory 
provisions and reasons as the Minister intends to rely on. .R.S.O. 
1960, c. 73, s. 81 (l); 1968, c. 20, s. 43. 
(2) The court or a judge may in its or his discretion strike out a 
notice of appeal or any part t hereof for failure to comply with 
subsection 4 of section 82 and may· permit an amendment to be 
made to a notice of appeal or a new notice of appeal to be 
substituted for the one struck out. 
(3) The court or a judge may in its or his discretion, 
(a) strike out any part of a reply for failure to comply with 
subsection 1 or permit the amendment of a reply; or 
(b) strike out a reply for failure to comply with this section 
and order a new reply to be filed within a time to be fixed 
by the order. 
( 4) Where a notice of appeal is struck out for failure to comply 
with subsection 4 of section 82 and a new notice of appeal is not 
filed as and when permitted by the court or a judge, the court or a 
judge thereof may, in its or his discretion, dispose of the appeal by 
dismissing it. 
(5) Where a reply is not filed as required by this section or is 
struck out under this section and a new reply is not filed as 
ordered by the court or a judge within the time ordered, the court 
may dispose of the appeal ex parte or after a hearing on the basis 
that the allegations of fact contained in t he notice of appeal are 
true. R.S.O. 1960, c. 73, s. 81 (2-5). 
84.- ( 1) Upon the filing of the material referred to in sections 
82 and 83 with the Registrar of the Supreme Court or the local 
registrar of the Supreme Court for the county or district in which 
the corporation appealing has its head office or permanent 
establishment, the matter shall be deemed to be an action in the 
court and, unless the court otherwise orders, ready for hearing. 
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(2) Any fact or statutory provision not set out in the notice of Fact~ not 
appeal or reply may be pleaded or referred to in such manner and ~~~~ 
u pon such terms as the court directs. R.S.O. 1960, c. 73, s. 82, pleaded 
(I, 2). 
(3) The court may dispose of the appeal by, 
(a) dismissing it; 
(b) allowing it; or 
(c) allowing it, and 
(i) vacating the assessment, 
(ii) varying the assessment, 
(iii) restoring the assessment, or 
(iv) referring the assessment back to the M inister for 
reconsideration and reassessment. R.S.O. 1960, 
c. 73, s. 82 (3); 1968, c. 20, s. 44 (1). 
( 4) T he cour t may in delivering judgment disposing of an Court may 
appeal order payment or refund of tax, interest, penalties or costs ~~~%ent or 
by the taxpayer or the Minister, as the case may be. R.S.O. ta.,, etc. 
1960, c. 73, s. 82 (4); 1968, c. 20, s. 44 (2). 
85. Proceedings u nder this Division shall be held in camera Proceedings 
upon request made to the court by the corporation appealing or in camera 
by the Minister. R.S.O. 1960, c. 73, s. 83; 1968, c. 20, s. 45. 
86. The practice and procedure of the Supreme Court, includ- Supreme 
ing the right of appeal and the pr actice and procedure relating to ~~~~ce 
appeals, apply to every matter deemed to be an action under to govern 
section 84 and every judgment and order given or made in every 
such action may be enforced in the same manner and by t he like 
process as a judgment or order given or ma.de in an action 
commenced in the court. R.S.O. 1960, c. 73, s. 84. 
87. An assessment shall not be vacated or varied on appeal by Irregularities 
reason only of any irregularity, informality, omission or error on 
the part of any person in the observation of any directory 
provision of this Act. R.S.O. 1960, c. 73, s. 85. 
PART VI 
AD~INIST'RATION AND ENFORCEMENT 
88.-{l ) Any person thereun to authorized by the Minister for Tnv.esti-
any purpose related to ihe administration or enfoFcement of this gauons 
Act may at all reasonable times enter into any premises or place 
where any business is carried on or any property is kept or 
anything is done in connection with any business or any books or 
records are or should be kept pursuant to this Act, and, 
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(a) audit or examine the books and records and any ac-
count, voucher, letter, telegram or other document that 
relates or may relate to the information tlhat is or should 
be in the books or records or the amount of tax payable 
under this Act; 
(b) examine property described by an inventory or any 
property, process or matter an examination of which 
may, in his opinion, assist him in determining the 
accuracy of an inventory or in ascertaining the informa-
tion that is or should be in the books or records or the 
amount of any tax payable under this Act; 
(c) require the president, manager, secretary or any direc-
tor, agent or representatiive of the corporation liable to 
pay or <:onsidered possibly liable to pay tax under this 
Act and any other person on the premises of such 
corporation to give him all reasonable assistance with 
his audit or examination and to answer all questions 
relating to the audit or examination either orally or, if he 
so requires, in writing, on oath or by statutory declara-
tion and, for that purpose, require such person to attend 
at the premises or place with him; and 
(d) if during the course of an audit or examination it appears 
to him that there has been a violation of this Act or the 
regulations, seize and take away any of the records, 
books, accounts, vouchers, letters, telegrams and other 
documents and retain them until they are produced in 
any court proceedings. R.S.O. 1960, c. 73, s. 86 (1); 
1968, c. 20, s. 46 (1). 
Idem (2) The Minister may, for any purpose relating to the adminis-
tration or enforcement of this Act, by registered letter or by a 
demand served personally, require from any corporation or from 
the president, manager, secretary, or any dire<:tor, agent or 
representative thereof, 
(a) any information or additional information or a return as 
required by section 73 or a supplementary return; or 
(b) production, or production on oath, of any books, letters, 
accounts, invoices, statements, financial or otherwise, 
or other documents, 
within such reasonable time as is stipulated therein. R.S.O. 
1960, c. 73, s. 86 (2); 1968, c. 20, s. 46 (2). 
Idem (3) The Minister may, for any purpose related to the adminis-
tration or enforcement of this Act, by registered letter or by a 
demand served personally, require from any person, partnership, 
syndicate, trust or corporation holding or paying or liable to pay 
any portion of the income of the corporation, or from any partner, 
agent or official of any such person, partnership, syndicate, trust 
or corporation, production, or production on oath, of any books, 
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letters, accounts, invoices, statements, financial or otherwise, or 
other documents, within such reasonable time as is stipulated 
therein. R.S.O. 1960, c. 73, s. 86 (3); 1968, c. 20, s. 46 (3). 
(4) The Minister may, for any purpose related to theadminis- Idem 
tration or enforcement of this Act, with the approval of a judge of 
the Supreme Court, which approval the judge is hereby empow-
ered to give upon ex parte application, authorize in writing any 
officer of the Department of Revenue, together with such mem-
bers of the provincial police or other peace officers as he calls on to 
assist him and such other persons as are named therein, to enter 
and search, if necessary by force, any building, receptacle or place 
for documents, books, records, papers or things that may afford 
evidence as to the violation of any provision of this Act or the 
regulations and to seize and take away any such documents, 
books, records, papers or things and retain them until they are 
produced in any court proceedings. R.S.O. 1960, c. 73,s. 86 (4); 
1968, c. 20, s. 46 (4). 
(5) The Minister may, by registered letter or by a demand Prod!Jction 
served personally, require the production, under oath or other- ~~ ~~~~n:, 
wise, by any person, partnership, syndicate, trust or corporation, paytahble by . . r· I . . ano er or by his or its agent or of icer, of any etters, accounts, invoices, corporation 
statements, financial or otherwise, books or other documents in 
the possession or in the control of such person, partnership, 
syndicate, trust or corporation or of his or its agent or officer, for 
the purpose of determining what tax, if any, is payable under this 
Act by any corporation and production thereof shall be made 
within such reasonable time as is stipulated in such registered 
letter or demand. R.S.O. 1960, c. 73, s. 86 (5); 1968, c. 20, s. 46 
(5). 
(6) The Minister may, for any purpose related to the adminis- Inquiry 
tration or enforcement of this Act, authorize any person, whether 
or not he is an officer of the Department 9f Revenue, to make such 
inquiry as he deems necessary with reference to anything relating 
to the administration or enforcement of this Act. R.S.O. 1960, 
c. 73, s. 86 (6); 1968, c. 20, s. 46 (6). 
(7) Where a book, record or other document has been seized, Copies 
examined or produced under this section, the person by whom it is 
seized or examined or to whom it is produced or any officer of the 
Department of Revenue may make, or cause to be made, one or 
more copies thereof and a document purporting to be certified by 
the Minister or a person thereunto authorized by the Minister to 
be a copy made pursuant to this section is admissible in evidence 
and has the same probative force as the original document would 
have had if it had been proven in the ordinary way. R.S.O. 1960, 
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(8) No person shall hinder or molesi or interfere with any 
person doing anything that he is authorized by this section to do 
or prevent or attempt to prevent any person doing any such thing 
and, notwithstanding any other law to the contrary, every person 
shall, unless he is unable to do so, do everything he is required by 
this section to do. 
(9) Declarations or affidavits in connection with returns deliv-
ered under this Act or statements of information submitted 
pursuant to this section may be taken before any person having 
authority to administer an oath, or before any person specially 
authorized for that purpose by the Lieutenant Governor in 
Council, but any person so specially authorized shall not charge 
any fee therefor. 
(10) For the purpose of an inquiry authorized under subsection 
6, the pet"son authorized to make the inquiry has all the powers 
and authority that may be conferred upon a commissioner 
appointed under The Public Inquiries Act. R.S.O. 1960, c. 73, 
s. 86 (8-10). 
89.-(1) Every corporation that is required by this Act to pay 
taxes shall keep records and books of account, including an annual 
inventory kept in the prescribed manner, at its permanent 
establishment in Ontario or at such other place as is designated by 
the Minister, in such form and containing such information as will 
enable the taxes payable under this Act to be deter-
mined. R.S.O. 1960, c. 73, s. 87 ( l ); 1968, c. 20, s. 47 (1). 
(2) Where a corporation has failed to keep adequate records 
and books of account for the purpose of this Act, t he Minister may 
require the corporation to keep such records and books of account 
as he specifies and the corporation shall thereafter keep records 
and books of account as so required. R.S.O. 1960, c. 73, s. 87 (2); 
1968, c. 20, s. 47 (2). 
(3) Every corporation required by this section to keep records 
and books of account shall, until written permission for their 
disposal is obtained from the Minister, retain every such record or 
book of account and every account or voucher necessary to verify 
the information in any such records or books of account. R.S.O. 
1960, c. 73, 8. 87 (3); 1968, c. 20, s. 47 (3). 
90.-(1) Every corporation that has failed to deliver a return 
as and when required by this Act or the regulations is guilty of an 
offence and, in addition to any penalty otherwise provided, on 
summary conviction is liable to a fine of not less than $25 for each 
day of default. 
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(2) Every person who has failed to comply with or contravened Idem 
section 88 or 89 is guilty of an offence and, in addition to any 
penalty otherwise provided, on summary conviction is liable to a 
fine of $25 for each day during which the default contin-
ues. R.S.O. 1960, c. 73, s. 88. 
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91. Where a corporation is guilty of an offence under this Act, Officers, 
any officer, director or agent of the corporation who directed, ~~Pi!ation.s 
authorized, assented to, acquiesced in, or participated in, the 
commission of the offence is a party to and guilty of the offence 
and on summary conviction is liable to the punishment provided 
for the offence whether or not the corporation has been prosecut-
ed or convicted. R.S.O. 1960, c. 73, s. 89. 
9:!. An information in respect of an offence against this Act Ti'!'e ror 
shall be .laid within six years of the time when the matter of the l~f~~~ation 
information arose. 1970, c. 69, s. 20. 
93.-(1) No person employed in the service of Her Majesty Coi:nmuni-
shall communicate or allow to be communicated to any person not f~{~~~~rion 
legally entitled thereto any information obtained under this Act 
or allow any such person to inspect or have access to any written 
statement furnished under this Act. 
(2) Every person who contravenes any provision of this section Offence 
is guilty of an offence and on summary conviction is liable to a fine 
of not more than $200. R.S.O. 1960, c. 73, s. 90 (1, 2). 
(3) Notwithstanding subsection 1, the Minister may, for the Exception 
purpose of aiding in an investigation for taxation purposes under 
this or any other Act, enter into an agreement with the govern-
ment of Canada or of any province under which officers of such 
government will be allowed access to information obtained or any 
written statement furnished under this Act and officers of the 
Government of Ontario will be allowed access to information 
obtained or any written statement furnished under any Act of 
such government. R.S.O. 1960, c. 73, s. 90 (3); 1968, c. 20, s. 48. 
Collection 
94.-(1) All taxes, interest, penalties, costs and other Priority 
amounts payable under this Act are debts due to Her Majesty and ~ ~~ 1952 
subject to the Bankruptcy Act (Canada) are a first lien and charge c:14 · ' 
upon the property in Ontario of the corporation liable to pay such 
taxes, interest, penalties, costs and other amounts, but such lien 
and charge does not apply to any mine as defined in The Mining R 8 0 1970 
Tax Act until the corporation owning the mine has become liable c:21;;· ' 
for the payment of a tax on mining profits under The Mining Tax 
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(2) All taxes, interest, penalties, costs and other amounts 
payable under this Act by a corporation that owns, operates or 
uses a railway are a special lien on any property, real or personal, 
in which the corporation has any interest, legal or equitable (other 
than as lessee or under any agreement for running rights or 
operating rights) in priority to every claim, privilege, lien or 
encumbrance, whenever created, of every person, and the lien and 
its priority are not lost or impaired by any neglect, omission or 
error of any minister, officer, servant or agent of the Crown, or by 
want of registration. R.S.O. 1960, c. 73, s. 91 (2). 
95.-(1) When the Minister has knowledge or suspects that a 
person is or is about to become indebted or liable to make any 
payment to a corporation liable to make a payment under this 
Act, he may, by registered letter or by a letter served personally, 
require him to pay the moneys otherwise payable to that 
cor poration in whole or in part to the T reasurer on account of the 
liability under this Act. R.S.O. 1960, c. 73, s. 92 (1); 1968, c. 20, 
s. 49 (I); 1968-69, c. 19, s. 21 (1). 
(2) The receipt of the Treasurer for moneys paid as required 
under this section is a good and sufficient discharge of the original 
liability to the extent of the payment. R.S.O. 1960, c. 73, s. 92 
(2); 1968-69, c. 19, s. 21 (2). 
(3) Every person who has discharged any liability to a corpora-
tion liable to make a payment under this Act without complying 
with a requirement under this section is liable to pay to Her 
Majesty in r ight of Ontario an amount equal to the liability 
discharged or the amount that he was required under this section 
to pay to the Treasurer, whichever is the lesser. R.S.O. 1960, 
c. 73, s. 92 (3); 1968-69, c. 19, s. 21 (3). 
(4) Where a person who is or is about to become indebted or 
liable to make a payment to a corporation liable to make a 
payment under this Act carries on business under a name or style 
other than his own name, the registered or other letter under 
subsection 1 may be addressed to the name or style under which 
he carries on business and, in the case of personal service, shall be 
deemed to have been validly served if it has been left with an adult 
person employed at the place of business of the addressee. 
(5) Where the persons who are or are about to become indebted 
or liable to make a payment to a corporation liable to make a 
payment under this Act carry on business in partnership, the 
registered or other letter under subsection 1 may be addressed to 
the partnership name and, in the case of personal service, shall be 
deemed to have been validly served if it has been served on one of 
the partners or left with an adult person employed at the place of 
business of the partnership. R.S.O. 1960, c. 73, s. 92 ( 4, 5). 
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96.-(1) Upon default of payment by a corporation of any Recovery 
tax, interest or penalty or any of them imposed upon a corpora- f~t~~~t end 
tion by this Act, penalties 
(a) the Minister may bring an action for the recovery 
thereof in any court in which a debt or money demand of 
a similar amount may be collected, and every such 
action shall be brought and executed in and by the name 
of the Minister or his name of office and may be 
continued by his successor in office as ii no change had 
occurred, and shall be tried without a jury; 
(b) the Minister may issue a warrant, directed to the sheriff 
of any county or district in which any property of the 
corporation is located or situate, for the amount of the 
tax, interest and penalty or any of them owing by the 
corporation, together with interest thereon from the 
date of the issue of the warrant and the costs, expenses 
and poundage of the sheriff, and such warrant has the 
same force and effect as a writ of execution issued out of 
the Supreme Court. R.S.O. 1960, c. 73, s. 93 (l ); 1968, 
c. 20, s. 50 (1, 2). 
(2) For the purpose of any proceeding taken under this Act, Compliance 
the facts necessary to establish compliance on the part of the ~~~mister 
Minister with this Part as well as the failure of any person, Prrded .~y 
partnership, syndicate, trust or corporation to comply with the a ' avi 
requirements of this Pa.rt shall, unless evidence to the contrary 
satisfactory to the court is adduced, be sufficiently proven in any 
court of law by affidavit of the Minister or of any officer of the 
Department of Revenue. R.S.O. 1960, c. 73, s. 93 (2); 1968, 
c. 20, s. 50 (3). 
97. The use of any of the remedies provided by sections 95 and Remedies 
96 does not bar or affect any of the other remedies t herein ~~overy 
provided, and the remedies provided by this Act for the recovery of r• 
or enforcement of the payment of any tax, interest and penalty or ~natty 
any of them imposed by this Act are in addition to any other 
remedies existing by law, and no action or other proceeding taken 
in any way prejudices, limits or affects any lien, charge or priority 
existing under this Act or otherwise. R.S.O. 1960, c. 73, s. 94. 
98.-(1) Where a corporation has failed to pay taxes, interest Not!ce to 
and penalties or any of them imposed by this Act for a period of k1°;~\;~nr 
more than three years from the date of mailing of the notice of of sale or, 
assessment provided by subsection 2 of section 78, no person shall ~~~r:iny s 
sell any capital assets of the corporation unless he has given assets 
written notice by registered letter to the Minister not less than ten 
days before the date of the sale. R.S.O. 1960, c. 73, s. 95 (1); 
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(2) Every person who contravenes the provisions of subsection 
1 is liable to a penalty of not less than an amount equal to the 
amount of such taxes, interest and penalties in default and such 
penalty is recoverable by action in any cour t in which a debt or 
money demand of a similar amount may be collected. R.S.O. 
1960, c. 73, s. 95 (2). 
99. If a ny doubt or d ispute arises as to the liability of a 
corporat ion to pay a tax or any portion of a tax demanded under 
the authority of this Act, or if owing to special circumstances it is 
deemed inequitable to demand payment of the whole amount 
imposed by this Act, the Minister may accept such amount as he 
deems proper. R.S.O. 1960, c. 73, s. 96; 1968, c. 20, s. 52. 
100. Every person who, and every corporation that, con-
t ravenes or fails to comply with any of the provisions of this Act or 
the regulations for which no other fine is provided is guilty of an 
offence and on summary conviction is liable to a fine of not less 
than $50 and not more than $500. R.S.O. 1960, c. 73, s. 97. 
IOI. The fines imposed for offences under this Act are 
payable to the Minister. R.S.O. 1960, c. 73, s. 98; 1968, c. 20, 
s. 53. 
102.-(1) The Lieutena nt Governor in Council may make 
regulations, 
(a) authorizing or requiring the Deputy Minister of Reve-
nue or any officer of the Department of Revenue to 
exercise any power or perform any duty conferred or 
imposed upon the Minister by this Act; 
(b) providing for the issuance of certificates as to the 
amount of taxes, interest and penalties or any of them 
owing by any corporation under this Act and prescrib-
ing the fee payable therefor; 
(c) prescribing anything t hat by this Act is to be prescribed 
or is to be determined or regulated by the regulations; 
(d) prescribing amendments to the provisions of Part 111 
and to the provisions of Part 11 that relate to the 
allocation of taxable income and taxable paid-up capital 
between Ontario a nd any other jurisdiction, such 
amendments to remain effective only if enacted by the 
Legislature at the first regular session after such amend-
ments have been prescribed; 
(e) respecting any matter necessary or advisable to carry 
out effectively the intent and purpose of t his Act; 
(j) prescribing rates of interest for the purposes of Part 
V. R.S.O. 1960, c. 73, s. 99; 1968, c. 20, s . 54; 1968-69, 
c. 18, s. 12. 
(2) A regulation is, if it so provides, effective with reference to 
a period before it was filed. 1968-69, c. 19, s. 22. 
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PART VII 
TRA~SITIONAL PROVISIONS 
103. Notwithstanding any provision of this Act and in order Effect of 
that corporat.ions that become taxable under this Act may be ~t,~·0~952• 
dealt with under this Act on the same basis and in the same this Act 
manner as they will be dealt with under the Income Tax Act 
(Canada) with respect to fiscal years of such corporations ending 
in 1957 and later fiscal years, the provisions of the Income Tax Act 
(Canada) and every predecessor thereof affecting the determina-
tion of taxable income as they have been in force from time to time 
shall be deemed, for the purposes of this Act, to have been applied 
in determining the taxable incomes of such corporations for fiscal 
years thereof ending in calendar years before 1957, at the same 
time and to the same extent as they were applicable under those 
Acts. R.S.O. 1960, c. 73, s. 101. 

